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GmMorm  on  Exfenditusbs  in  Tbbasdky  Department, 

HorsE  OF  Represent ati\t:s, 
Wednesday,  Octoher  15.  1019. 

The  committee  met  at  11,30  o'clock  a.  m*,  Hon.  Porter  H.  Dale 
(chairman)  presiding. 

The  Chairman.  Tte  committee  will  come^  to  order.  Do  you  think 
it  is  necessary  to  administer  the  oath  to  witnesses?    If  there  is  no 

objection,  we  will  proceed  informally. 

Mr.  Begg.  In  my  judgment,  it  should  be  administered  to  all  of 
them.  Then  there  will  not  be  any  dispute  about  this  being  authentic 
testimony. 

Mr.  Carter.  I  think  that  would  be  a  good  idea. 

STATEMENT  OF  COL.  R.  H.  HALLETT,  ASSISTANT  DIBECTOE,  BU- 
EEAU  OF  WAR  RISK  INSURANCE,  TEEASTJRY  DEPARTMENT. 

(Col.  Hallett  Avas  duly  sworn  by  the  chairman.) 
The  Chairman.  Give  the  committee  your  full  name  and  official 
position. 

Col.  Hallett.  Ralph  H.  Hallett,  assistant  director.  Bureau  of 
War  Risk  Insurance,  in  charge  of  Compensation  and  Insurance 
Claims  Division,  which  has  the  settling  of  all  of  the  claims  for  com- 
pensation and  for  insurance. 

The  Chairman.  How  long  have  you  been  assistant  director! 

Col.  Hallett.  Since  June  4,  1919. 

The  Chairman.  What  was  your  business  before  you  came  to  joav 
present  position? 

Col.  Hallett.  Just  immediatelv  before.  I  Avas  in  the  Armv.  I 
was  discharged  to  take  this  position.   Before  that  I  had  been  an  . 
attorney  in  Boston  for  12  years. 

The  Chairman.  Did  you  go  acrofisS 

Col.  Hallett.  Yes,  sir. 

The  Chairman.  Were  you  a  colond  in  the  Armyi 
Col.  Haulett.  Lieutenant  coloneL 

The  Chaibman.  Does  any  member  of  the  committ^  want  to  ask 
any  questions  alo^  that  line,  about  his  service?  ^ 

Col.  Hallett.  1  might  remark  that  my  service  had  not  been  in 
connection  with  the  admuustmtion  of  the  war  risk  insurance  act. 
I  had  gone  over  as  an  officer  in  an  En^neer  regiment,  was  sent  to 
tJie  staff  college,  brau^it  back  here  far  special  c^^lF  work^  and  kept 
at  the  War  College  on  special  staff  work  for  very  nearly  a  year^ 
largely  on  OTganizatioqu 

Mix  6An4>9*       wen  nol  in actixm  over  tfaeerel 
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fore  that  along  the  Chemin  des  Dames.  Fnaineers« 

•"Mr.  Bboo.  Md  I  und«»ta»d  yon  to  B.y  that  you  were  an  at- 
torney  prior  to  the  war? 
Col.  Halmttt.  Yes,  sir. 

Mr.  Begg.  a  practicing  attofmey?  .  . 

Br'^t'^^ng  did  ,»»  ha™  oU»r  Uum  taming  in 

^rll  HAiLEn  ThsthadbempracacallyaUof  my  training.  I 
wo"Srrthe  sntner  in  v«i5-otb.rthmgs  at  .tl.er  busmesaes 

«^ 

P^S'hai^t^.  I  Started  there ;  yes^  sm 

Mr  Begg.  And  ended  up  in  the  War  CoUege« 

^' Mr  S^oo 'Tn  your  prewar  »rvice  period,  l»d  yon  ever  had  an, 
'"r^^i'Tu"'"™  "or'ki  considerably  with  Judge  Brandeis 

"tX  xM^^SefeZ^th.  .dnc.«o^  end  of  it 
rather  than  details  on  the  inside ;  is  that  nghtJ 
•     Z  g"n,'':re"''„w  in  wJ»t  departoent;  in  the  Ins«r«ice 
°\tfHl*/T  Y'"m''not'i„  the  insurance  department,  which  is 

fac   tia   every  insurance  claim  is  also  a  potential  com^^ti^ 

Er^ti?&i:;;:flaiS^^^^ 

of  personnel  and  practically  a  duplication  of  ^roo^^^^^^ 
ante,  so  that  the  mere  settling  of  the  claims  was 
Srbompensation  Division.  The  Compensation  Divis«m  liaa  Both- 
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surance.  the  actua^  ?L  Au^T^^TSsuraSce  nature,  but  merely 

that  proof.  ,         y        -  ^  ^  admit  that  I  do 

nof ^u^:  get'^V-S.y^n^^^-Slyo^^^^  i»«»»  d»p.--t 

or  the  claim  department  of  the  War  MSaak^ 
Col.  The  dj^^ 

anf  the'^—JirFo^S^^    ^  ^Ijm  f -  a  daim  or 

'Tr™rEi.:^n  you  li^;!ppiying  ^^-^-ziijz^^'i^ 

the  Bureau  of  War  Risk  InsaraiM*  Mfang  for  pre- 
supposing you  are  in  the  semoe. 

Mr  Begg.  Take  it  right  at  the  time.  .  i,  :« 

Cni  Hallett  You  make  an  application  for  insurance  which  is 
taken  by  yoTr  offiLr  and  m^^^  out,  I  think,  at  the  pr^nt  time  in 
dupUcat^e  ^  It  was  originally  made  oat  in  trlfiUcate.  That  was  for. 
wTrded  to  the  bureau.  It  wLt  at  once  to  t^e  Wjnoe  Di^^ 
was  handled  by  the  Insurance  Division.  It  was,  given  an  applica- 
don  number,  certificates  were  issued  on  i^at  appUcation  t^the  pkoe 
where  the  applicants  desired  it  to  go,  Mid  the  pohcy  woM  be  madft 
up,  although  we  have  not  had  any  policies. 

Mr.  Andrews.  Is  this  the  blank  rmdicating]  ? 

Col.  Hallett.  This  is  my  particular  place  ovOT  here  [mdieatangj , 
compensation  and  claims  division.        ,   .    ,  «      ,     i  u-* 

M?;  Begg.  I  think  that  you  have  made  it  definitely  cU»r  what  the 
application  for  insurance  is.  Where  does  a  man  come  in  for  a^aun? 

Col  HAnLETT.  Then  when  there  has  been  a  death,  they  write  m 
stating  there  has  been  a  death  and  ask  for  the  insurance.  That  OOTaas 
to  me.  When  I  receive  that  information,  if  it  com^  frmn  the  out- 
ride I  do  two  things :  First,  I  write  to  The  Ad]utant  General  to  ^ 
an  official  notice  of  the  death,  if  he  has  died  in  the  service,  or  I  wnto 
to  get  the  official  notice  either  in  the  form  of  a  death  certifacato  or 
something  of  that  sort,  and  at  the  same  time  I  make  an  applioatum 
to  the  insurance  division  for  their  information,  whatever  mformatwo 
thev  have  as  to  whether  or  not  there  is  insurance  at  the  present  tMoe . 
in  force  After  I  get  that  proof,  then  an  award  is  made  up  for  the 
amount  of  the  insurance  that  has  been  proven  and  in  force. 

Mr.  Begg.  That  is  far  enough  to  satisfy  the  question  that  I  had  in 
my  mind.  Was  all  this  insurance  for  these  boys  written  on  this  side! 

"Col.  Hallett.  'No,  sir.  ,  -j  9 

Mr.  Begg.  Some  of  it  was  written  on  the  other  side? 

Col.  Hallett.  Yes,  sir.        .        ,  .      ,     .  ,  .^^^ 

Mr.  Bego.  Have  you  found  any  claims  for  insurance  when  there 

was  no  application  on  file  J 

Col.  HAiianT.  Yes,  sir.  ^  .  ..1       v j-*  ^± 

Sir.  Bego.  How  did  you  go  ftbqut  it  to  determine  the  validity  of 

the  claim?  .    „  v  i  i. 

Col.  Haixett.  We  have,  in  practically  every  case,  applied  to  the 

Auditor  for  the  War  Department  or  for  the  Navy  Department  to 

set  transcripts  of  the  financial  accounts  of  these  men,  and     it  has 

appe»i«d  that  these  men  w*nted  a.  check  iftr  a  certain  amount,  then 
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we  assumed  that  there  must  have  been  an  apfxliefttMn  and  hv-was 
paying  premiums  for  a  certain  amount  of  insurance  and  have  mat 
to  the  insurance  department  the  information  which  we  Mve  gotten^ 
namely,  that  John  Jones  was  checked  for  $6.30,  was  audi  and  fi»ch 
an  age.  and  asked  them  to  make  up  an  application.  We  had  to 
take  that  application  as  an  application  without  a  designa*ion^<W  a 
beneficiary  and  have  had  to  make  that  go  in  accordance  with  th« 
act  on  such  kind  of  applications.  / 

Mr.  Begg.  You  sav  vou  have  found  cases  of  that  kind? 

Col.  Haij.ett.  Yes.  sir.  ' 

Mr.  Begg.  Can  vou  give  this  committee  an  idea  of  how  many? 

Col.  Haixett.  1  can  not.   I  know  that  they  bulk  fairly  large. 

Mr.  Beg(;.  Can  you  give  us  a  guess?  Would  it  run  into  the  thou- 
sands or  hundreds  of  thousands? 

Col.  Hallext.  We  have  settled  approximately  112,000  insurance 

cases. 

•  Mr.  liE(;(;.  That  have  liad  no  application? 

Col.  Haleett.  No:  in  all.  I  should  say  that  those  that  have  had 
no  applications  may  be  somewhere  in  the  vicinity  of  10,000.  That  is 
purely  a  guess. 

Mr.  Begg.  When  vou  sav  vou  can  not  give  the  figures.  1  would  not 
ask  you  to  do  otherwise  than  estimate  it.  What  theory  do  you  ad- 
vance in  the  War  Ilisk  Bureau  for  the  fact  that  there  are,  say,  10,000 
for  whom  there  are  no  application  blanks  filled  out  i 

Col.  Hallett.  The  speed  with  which  the  matter  was  handled ;  the 
uncertainty  of  transportation  of  the  mails. 

Mr.  Begg.  Let  me  interrupt  you.  What  do  you  mean  by  speed  in 
which  the  matter  was  handled  ? 

Col.  HAUiETT.  The  fact  that  so  many  officers  had  no  former  infor- 
mation giv«n  them  with  respect  to  handling  this  matter,  and  the 
consequent  mishandling  of  them  through  misunderstandings.  That 
is  what  I  meant  bv  that.  For  instance,  as  I  said,  they  were  originally 
made  out  in  triplicate,  one  copy  to  go  to  the  man  himself,  one  copy 
to  the  hareau,  and  one  copy  'for  The  Adjutant  General.  Officers 
dftentimes,  particularly  at  the  start,  when  they  had  no  definite  in- 
structions, md  not  know  what  to  do  with  those  trij^icates.  They 

were  misrouted.  r-  i-     •  n 

•  The  CHAnttMAN.  You  are  referring  to  these  abstracts  [indicating]  i 
Mr.  Brno.  This  is  what  he  is  talking  abool,  made  in  triplicate 

[indicating  another  blank  form]. 
Col.  HAuarT.  Yes. 

The  CHAaaiAN.  Let  that  be  marked  an  exhibit. 
Col.  Ham.ett.  I  will  make  it  Exhibit  A. 

(The  paper  reiPerred  to,  raaiiced  *'  HaH«fct  Exhibit  A,"  is  as  fol- 
lows :)  ^         '  _ 

KsHimT  A. 

APPIJCATIOX  FOK  IXSUKANCE.  .  . 

My  Anay  serial  number  is  —  -  — 

(My  Army  serial  number) 

My  full  name  is  ^f^^-'  Tjiiddler  ■  -lLa.t- nameT 

Home  address   r  7----- — 

(Ko.  and  street  or  raml  ro«te)       (€tty,  tiM*B,  or  p0rt;-'«*tei*v.  (Mttt»» 

Date  of  birth  -   Age  — --v::^^V- r" 

(Month)  (Dav)  (Year)  (K^aiest  birthday) 

I>ate  of  last  enlLstmeut  or  entry  iuto  active 
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I  iMvelv  applf  «or  Inraraiice  i«  the  sum  ««  $  payable,  as  P';ovided  in 

the  war^iak  Insurance  act,  to  myself  dnring  total  permanent  disability  and 
from  and  after  my  death  t<»  the  following  persons  in  tlie  following  amounts : 


Belationsbip 

Name  of  beneficiary, 

(First.)  (Middle.)  (Last n^a^) 
(If  married  woman  her  cmn  Oavmm 

Post-office  address. 

(a)  No.  and  street  or  rural  route. 
9)  City,  town,  or  post  offioi^  and 
State. 

AinoQitt  of 

insiirapco 
to  be  paid 
to  each 
bencAdiary. 

1  (6)  

(a)  

I  autlioiize  tlie  necessary  monthly  deduction  from  my  pay,  or,  if  insufficieot, 
from  any  deposit  with  the  United  States,  in  paymrat  of  the  promiunw  as  they 

become  due,  unless  they  be  otherwiso  paid.  .    ,  , 

I  offer  this  applii-ation,  and  it  is  to  be  deemed  made,  as  id  the  date  ot 
signature  with  premiums  ctnnmeuoiug  from  that  date  and  payable  at  the  end 
of  each  calendar  mouih,  beginning  with  the  month  in  which  application  Is 
made  . 

I  wish  insurance  certificate  sent  to:  (Name)  ,  

(Address)  

Signed  at  (on  board)   the  

 ,  191 

Witnessed  by  —  • 

Hank  .  

Gommandiqg  

Sign  here   


day  of 


(Rank  or  rating)  (Organization) 
(This  space  for  any  notations  insurance  officers  may  deem  necessary.) 

UOntTUuX  PBEMXtTMS  FOB  EACH  $1,000  OF  INSURANCE. 

fFach  SI  000  of  insurance  is  payable  in  instaUments  of  $5.75  per  month  for  240  months:  but  if  the  insured 
^  i^oSuTaSd^JSSaeiitl^^  «hI  lives  longer  than  240  months  the  payments  wUl  be  contmued 

as  long  as  he  lives  and  Is  so  disabled.]  ^^^^ 


Age. 


17. 
20. 

a. 

23. 
21. 

25. 
26. 
27. 

28. 
29. 

30. 
Si. 

32. 
33. 
U. 

u. 

36 
37 

38 
39. 


IfianOily 

premium. 


$0.63 

.63 

.63 

.64 

.M 

.64 

.65 

.65 

.65 

.66 

»6fl 

.67 

.67 

.68 

.69 

.60 

'  55. 

.70 

i  56. 

.71 

.72 

*73 

*T4 

.75 

.76 

.n 

63. 

.79 

64. 

Age. 


Monthly 
premium. 


$0.81 
.82 
.8* 
.87 
.88 

.82 

.05 

1.03 
1.08 

l.U 
1.20 
1.27 

Las 
l.ii 

1.58 
1.64 

1.76 

1.9() 
2.05 

2.21 
2.40 
2.60 
2.82 
3.07 
8.88 
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The  smaUest  amount  of  insurance  wlildi  may  be  stfUtA  tor  is  $1,000  and 
n»  laise^t  amoimt  is  flO,000L  Between  soch  limits  insonuiee  may  be  appUed 
for  In  any  sum,  pmnrlded  it  is  in  multiples  of  $500.  ,    ^  „  . 

Insurance  may  be  applied  for  in  favor  of  one  or  more  of  the  followmg  persons . 

Wife  or  husband.  ,    ^  .  ,  ,       »  _«  a  toiiv 

Child,  including  legitimate  child ;  child  legally  adopted  before  Ai^l  «,  l»xjr, 
or  more  than  six  months  before  enlistment  or  entrance  into  or  wnployment  in 
acttve  servlGe,  whkihever  date  is  the  later;  stepchild,  if  a  member  of  the  in- 
sured's household;  illegitimate  child,  but  if  the  insured  is  his  father,  only  if 
acknowledged  by  instrument  in  writing  signed  by  him  or  if  he  ^jaf  been  judici- 
ally ordered  or  decreed  to  contribute  to  such  child's  support,  and  tf  si^^W, 
if  born  after  December  31,  1917,  shaU  have  been  bom  In  the  United  States  or 

In  its  insular  pomessifms.  ^^a„^^ 
Orandchild,  meaning  a  child,  as  above  defined,  of  a  child  as  above  defined. 
Parent,  including  father,  mother,  grandfather,  grandmother,  father  through 

adoption,  mother  through  adoption,  stepfather,  and  stepmother,  either  of  tue 

*°Sie;  or'  SS2jrySng  brothers  «id  slste^  of^elJOf  blood  as  well^ 
«f  tiie  whole  blood,  steplynitiiiss  and  stepditers  tod  l»w>tt»e»s  wid  sisters  tbrowgii 
adoptifliL 


 _^  .  ,  19-- 

(Day)  ma>m 

Charge/checkage  of  premium  ($  )  wUl  be  made  by  me  moatiily, 

beginning  with  month  in  which  application  is  dated. 
First  charge/checkage  made  .  lum^)  ' 

W  . 


.  Commanding  •  —  

Mr.  Begg.  Do  you  have  any  theory  as  to  what  became  of  these 
tppUcations  that  were  not  sent  to  The  Adjutant  General  and  to  the 
Treasury  Department?  You  sav  that  due  to  inexperience  and  rush 
of  affairs  they  probably  did  not  send  in  tht;  men's  applications  to 
The  Adjutant  General  or  give  them  to  the  men.  What  do  you  sup- 
pose they  did  with  them  ?  Have  you  any  theory  ?    .        .  „ 

Col.  Halmeot.  In  many  cases  they  held  them  in  their  hies,  all 
three  of  them,  pending  information  as  to  what  to  do  with  them. 
The  information  may  have  come  to  them  and  it  may  not.  i  hey  may 
be  stiU  in  their  files,  perhaps  in  the  files  that  have  been  turned  in  to 
The  Adjutant  General  upon  demobilization  and  it  may  be  that  some 
of  these  thin^  will  turn  up  when  The  Adjutant  General  gets  a 
chance  to  clear  out  these  records.  ,      .  ^,        •    •  ii 

Mr.  l^iGO.  Supposing  that  that  happened,  that  the  copies,  all  three 
of  them,  instead  of  being  given  one  to  the  soldier,  one  sent  to  1  he 
Adjutai^t,  and  the  other  to  the  Treasury  Department,  would  there 
be  anything  taken  out  of  these  soldifiDB'  pay  ? 

Coi.  HAtLETT.  Yee,  sir. 

Mr.  Bmo.  Who  would  take  it  out? 

CoL  Haixbtt.  It  would  be  taken  out  by  the  man  s  commanding 
officer  That  is,  his  noncommisaoned  officers  are  doing  the  physical 
writing,  but  the  man's  own  company  officer  would  be  the  man  who 
would  be  responsible  for  seeing  that  they  got  out  on  the  pay  rolls^ 

Bir.  BMC^ay  this  is  CoiBp»y  B;  gpecify  who  would  do  it  by 

^1.  Hamjsit.  It  would  be  the  captain  or  the  officer  in  command^ 
Generally  there  is  a  captda,  but  that  did  not  always  obtain,  the 
company  oOTimander  ot  the  organiaition  offlimwider  of  the  pa?- 
ticular  unit. 
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.  Mr.  Begg.  Would  he  take  that  out  of  the  pay  or  would  he  diesig- 
nate  that  it  was  to  be  taken  out  of  the  pay  ?  ' '  '  •     ^ : 

Col.  Hallett.  He  would  designate  on  the  pay  roll,  stating  this 
man  has  asked  insurance.  v       •  u 

Mr.'  Begg.  Have  you  one  of  these  pay  rolls?  •  •     ■  > 

Col.  Hallett.  No,  sir.  ^  ' 

Mr.  Begg,  Can  you  get  us  one?  ai  ^ 

Col.  Hallett.  I  imagine  I  can  apply  to  the  office  for  one. 
Mr.  Begg.  I  do  not  mean  actual  pay  roll;  I  mean  the  ordinary 

blank  that  is  used.  , 
Col.  Hallett.  I  think  I  can  get  it ;  one  of  the  pay  rolls  from  the 

War  Department. 
Mr.  Begg.  You  will  get  us  that? 

Col.  Hallett.  Yes,  sir.  .  , 

Mr  Bbqg.  He  designated  on  there  that  this  man  was  to  have 

$S.30,  or  whatever  the  amount  was,  taken  out  of  his  pay  for  the 

purpose  of  carrying  insurance! 
Col.  Hawlett.  Yes,  sir. 

Mr.  Begg.  Who  actually  took  that  money  out? 

Col.  Hallbtt.  That  was  deducted  on  that  pay  roll  from  the 
amount  that  was  coming  to  that  man  together  with  the  allotment. 

Mr.  Bego.  Who  deducted  it  ?  ,     i     i.  •  t 

Col  Hamot.  He  gets  that  balance  that  may  be  due  him.  Just 
what' the  iwooedure  is  in  the  Quartermaster's  Department  with  re- 
suect  to  handling  these  matters  I  am  not  absolutely  sure,  but  i 
thS^k  that  they  all  are  forwarded  through  and  put  on  each  man  s 
iii^widual  account,  and  it  is  a  syst^  of  debits  and  credits,  and 
fiMSTarrives  at  the  Auditor  of  the  War  Department,  who  certifies 
fiaaUy  the  correctness  of  tiie  man's  accounts.    I  imagine  u  ti- 
ms^ly  thoae  single  accounts  will  all  be  added  up  and  subtracted 
and  ^ylSrought  into  foim  and  it  will  be  determined  if  the  War 
I)ep^to«it  hasTcollected  so  much  money,  but  there  is  no  actual 
pScShSidling  of  the  money  by  anybody  except  the  balance  which 
was  aetuaUy  due  tJie  soldiiar,  as  shown  on  that  account. 
^S5^«BWS.  Let  me  call  attention  to  the  letter  of  the  auditor, 
ofXie  7«M&e  Auditor  for  the  War  Department-m  which  he  says 
hehSaSSdnoacooiiiitemoo^^  You 

ha^w  that  fatter  there?  .  .  j.r.  ^ 

Col.  Haukft.  Ifcty  I  say  a  word  m  that  connection! 

Coi. ^SiS^^I^S^iiot  know  what  he  means  by  that;  I  think  he 

means  that  he  has  eompkted       final  J; -^"^^^1" 

has  the  men's  records  and  we  have  to  call  upon  him.  In  this  par- 
iinidar  case  I  have  here  I  have  a  longhand  transcript  of  this  par- 
£  a^  Ss  r^^dtLa  the  Anditol  of  the  War  Department  so 
I  do  not  tw4  it  has  come  to  the  fimd  audit  of  that  m3A  «KX,unt. 
Mr.  Moore.  It  is  a  statement  whethw-it  is  »«dited  or  not 
Col.  HAiLF/rr.  It  is  a  Statement  froBi  him  as  to  what  that  mans 
account  at  the  present  time  alM>WB»  ,    .  ,     ,  i.-  i 

Mr.  Begg.  I  should  Hke  to  c^rry  ttuit  out  with  a  hypothetical  case; 

I  mean  my  figures  are  only  e^boaates.  ^™J^*^^^,*^ 
a  company  over  in  France  and.  eetamale  that  thety  get  iSU  a  momn. 
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AVe  know  they  ^et  a  little  more  than  that.  That  would  be  $6,000 
that  would  jro  to  this  company's  commanding  officer  to  pa^the  mMi. 
If  nothiiiir  was  taken  out,  in  otlier  words,  if  there  was  no  insurance, 
aHotment  or  anything,  this  company  commander  would  receive 

$6,000  to  pay  his  men. 
Col.  Hallett.  Yes,  sir. 

Mi\  Blgg.  Did  he  receive  the  $6,000  on  the  basis  that  these  fibres 
will  represent  that  whole  amount  of  money,  or  do  they  take  out  on 
this  side,  or  where  was  it  taken  out;  can  you  tell  us? 

Col,  Hallktt.  He  received  only  the  amount  of  money  that  his 
pay  roll  shoAved  was  due  his  men  on  the  final  balance. 

Mr.  Pegg.  Less  all  deductions? 

Col.  Hallett.  Less  all  deductions. 

Mr.  Begg.  That  includes,  if  a  man  has  subscribed  for  Liberty 
bonds,  to  pay  $5  a  month,  that  deduction  was  taken  out? 
Col.  Hallett.  Yes. 

Mr,  Begg.  Were  those  deductions  taken  out  on  this  side  or  on  the 
other  side  of  the  water? 

Col.  Hallett.  I  should  say  on  this  side  in  the  last  analysis,  be- 
leause  those  things  all  go  in  and  are  practically  requisitioned  for 
such  sums.  In  your  hypothetical  case  of  $6,000  it  might  be  that  he 
only  had  $1,000  due  him  after  the  deductions.  That  was  a  requisi- 
tion to  the  paymaster  of  the  division  that  Company  B  heeded  $1,000. 
That  would  be  added  together  for  the  entire  regiment  and  would  be 
a  requisition  upon  the  corps  or  headquarters  company  that  the  whole 
thing  needed,  say,  $6,000.  There  would  be  a  requisition  on  the 
people  on  this  side  that  the  American  Expeditionary  Forces  needed 
$60,000  and  that  nroney  would  be  paid  to  pay  the  balances,  so  that 
finally  when  those  got  ba^^  l^re  the  deductiims  are  really  made  on 
this  side  of  the  water. 

Mr.  Begg.  How  Avould  the  War  Department  know  that  these  200 
men  would  require  $6,000  if  nothing  was  taken  out  of  the  money  for 
ihmei  men?  Mow  would  the  War  Department  or  the.  Treasury 
know?  The  captain  or  commanding  officer  over  there  made  out 
these  pav  rolls,  and  where  a  man  just  stuck  them  in  his  file  and 
sent  them  back  and  only  reqiiisilioned  $1,000,  how  does  the  War 
Department  or  TtMsaxy  Depn^ooent  know  wher#  to  credit  this 
other  $2,000  or  the  amount  of  deductions  that  was  not  teq^asitimed; 
how  do  they  know  where  to  catedxt  it?  They  cha^  it  up  agains* 
Company  B;  they  get  a  requidtion  for  one  third  of  it,  we  will  say; 
where  do  they  credit  the  other  two  thirds? 

Col.HAtLETT.  I  do  not  know  but  what  there  was  aomebody  makii^ 

up  abstracts  of  the  amount  of  money- 

The  Chairman.  Look  at  this  blank  form  [indicating]. 

Col.  HALLErrr.  I  do  nbfe  know  what  this  is;  I  am  not  familiar 

with  it. 

The  CHAiinrAx.  Have  you  ever  seen  one  of  those  befofel 

Col.  HAM.Krr.  1  (  onld  not  say  whether  I  had  seen  one  or  not,  but 

I  have  never  had  anything  to  do  with  it  personally. 

*  The  Chairman.  You  do  not  use  it? 
Col.  Hallett.  Xo,  sir. 

The  Chairman.  I  will  mark  it  as  Exhibit  B. 
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Col.  Hajxettt.  They  mn*  have  had  some  system  of  bookkeeping 
and  various  other  papers  that  would  give  that  information.  Just 
what  it  is,  I  do  not  know ;  I  am  not  qualified  to  state. 

Mr.  Begg.  You  are  not  in  position  to  answer  that  particmar  quesr 

tion? 

•  GoL  Hallett.  No,  sir. 

Mr.  Begg.  That  is  all  I  have  to  ask  at  this  time.  ^  ^  . 

Mr.  Andrews.  Suppose  you  find  a  pay  roll  on  which  deductions 
liave  been  made  from  the  soidicr's  pay  for  premium  on  insurance. 
Is  that  deduction  accepted  as  proof  conclusive  of  his  right  to  msur- 

Col.  Hallett.  Yes,  sir;  provided  he  died  m  the  service. 

Mr.  Andrews.  All  other  things  fttmisJied.  In  other  w(>rds,  if  you 
do  not  find  the  original  paper  in  form,  the  fact  that  deductions  were 
made  on  the  pav  roll  showing  that  he  was  assessed  for  premiums  on 
insurance  is  accepted  as  proof  positive  of  his  right  to  insurance,  and 
in  case  of  death  the  insurance  would  be  granted  on  that  showing? 

Col.  TIallett.  Yes,  sir. 

Mr.  :M()()ue.  T  wanted  to  refer  to  the  letter  of  the  auditprthat  was 
alluded  to  bv  Mr.  Andrews  a  few  moments  ago  and  request  to  have 
Col.  Hallett 'look  at  it. 

The  ('HAiiniAN.  The  ori^riii^l  is  in  our  files  here. 

Mr.  Andukws.  Yes,  sir.  C'oi^y  of  our  letter  of  Jiuie  3  and  copy 
of  auditor's  reply  should  be  rea(l  tojrether. 

:Mr.  MooKE.  That  is  the  inquiry  from  the  War  Department  and 

here  is  the  reply. 

]Mr.  Andrews.  That  inquiry  of  the  3d  of  June  was  to  secure  from 
the  aiulitor  the  statement  of  the  amount  of  money  that  he  had 
audited  into  the  Treasury  as  deductions  from  soldiers  pay  on  insur- 
ance premiums. 

;Mr.  ^NIooRE.  AVbat  do  you  make  out  fnmi  that  letter,  that  reply  of 
the  auditor  of  the  War  Department,  in  substance? 

Col.  Haixett.  He  says,  '^Having  reference  to  your  letter  of  June 
3,  you  are  advised  that  this  office  does  not  examine  or  settle  any 
accoimts  of  the  Bureau  of  War  Risk  Insurance." 

They  do  not  examine  or  settle  any  accounts  Avhatever. 

Mr.  Moose.  In  otimc  words,  that  letter  states  what  you  are  saying 
now? 

Col.  Hallett.  Yes,  sir.  The  finance  officers  of  the  War  Depart- 
ment would  be  the  ones  who  would  in  the  first  instance  examine  and 
settle. 

Mr.  A-NDKEWS.  No;  he  never  settled  an  account.  Under  the  law  he 
can  not  make  settlement.  He  can  make  deductions  and  make  the 
report.  That  is  administrative.  But  under  the  law  he  caJi  not 
settle  an  accoimt;  only  an  auditor  can  do  that. 

Col.  Hallktt.  I  see;  I  do  not  know  just  what  he  does  mean  by 
that 

Mr.  Andrews.  I  understand  the  meaning. 
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(Exhibit  B,  referred  to  above,  is  as  follows:) 

Exhibit  B. 


Schedule  of  allotments  deducted  from  enlisted  men,  United  States  Army, 

by  Quartermaster  Corps,  United  States  Army,  at  ,  accomit  for 

the  month  of  ,  192   ■       ^  - 


Voucher  No. 

Name  Csurname 
will  te  wTitten 

Rank. 

Organi- 
eaticn. 

Armv 
serial 

Month 

or 
months 

for 
which 
aUot- 
mmts 
were 

War  Risk  al- 
lotments. 

Army  aHotment.s,  class  E. 

Class  A 
aDdB. 

Insur- 
anoe 
pre- 
mium. 

Liberty  loan 
allotment  s  to 
Secretary  of 
Treafiury. 

AH  other 
allot- 

« 

AU  allotments  must  be  entered  on  schetlule,  whether  taken  up  in  collections 
or  dropped  from  soldier's  current  pay.  For  instnictJon  oeneemlug  aUotmmts 

see  Special  Regulations,  No.  72.  Quartermaster  will  prepare  this  schedule 
in  quadruplicate  and  sign  the  last  sheet  of  each  copy.  Original  and  carbon 
copy  should  be  forwarded  with  the  account  current;  one  copy  to  the  Bureau 
of  War  Risl£  Insurance,  Treasury  Department,  Washington,  D.  C,  and  one 
retained. 

Mr.  Moore.  It  is  not  inconsistent  Avith  what  you  have  stated  about 
the  method  pursued  and  the  infornaation  actually  gotten  from  the 
Auditor  of  the  "War  Department? 

Col.  Hallett.  Xo,  sir. 

Mr.  Andrew^s.  Here  is  the  point.  The  Auditor  of  the  War  De- 
partment has  answered  that  he  does  not  settle  the  accounts  of  y^ur 
disbursing  officer,  for  instance^  as,  of  course,  be  does  not. 

Col.  Hallett.  No. 

Mr.  Andrbws  Our  letter,  however,  was  on  a  difiterent  basis,  if  you 
will  read  it. 

Col.  HAUiETT.  That  is  what  I  was  wondering,  whether  it  really 
answered  your  letter. 

Mr.  Andrews.  That  is  the  point.  We  wanted  the  Auditor  for  the 
AYar  Department  to  tell  us  how  much  money  he  had  audited  into 
the  Treasury  as  a  collection  account  returned  to  him  by  the  War 
Department  for  premiums  deducted  from  s<jldiers'  pay.  That  is 
what  we  asked  him  to  answer.  That,  of  course,  would  be  a  questio^ 
for  the  auditor  to  explain  more  fully  when  he  gives  in  his  testimony. 
The  Auditor  for  the  Treasury  Department  alone  settles  the  disburse- 
ments for  the  bureau.  The  Auditor  for  the  Treasury  Department, 
however,  can  not  seAtie  a  single  collection  account  of  money  deducted 
hy  the  War  DeiMtrtment  and  paid. into  the  Treasury  on  this  fund, 
'ftte  Auditor  for  the  War  Department  must  do  that  if  it  is  done  at 
all,  and  if  he  does  not  do  it,  we  do  not  have  a  eheek.  The  pomt  will 
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be  covered  when  the  auditor  comes  to  tell  us  exactly  what  he  has 
done  in  that  direction.  He  is  entitled  to  elaborate  on  that. 

You  will  find  in  a  similar  letter  sent  to  the  Auditor  for  the  ^  avy 
D^artment  he  said  that  he  had  audited  $5,339,000,  and  the  Auditor  . 
for  the  War  D^rtment  said  he  had  audited  none. 

ThB  point  is  we  must  have  this.  We  must  have  an  audit  of  these 
pay  rolls  .by  the  Auditor  for  the  War  Department,  for  deductions 
made  by  €he  Ww  Department,  in  order  to  sh©w  thai  the  money 
deducted  there  was  covered  into  the  Treasury. 
•  Mr.  M^OKBi  Don't  y6a  think  that  is  a  matter  we  ought  to  defer  ? 

Mr.  Ammaswa.  I  mention  that  to  show  that  the  point  is  not  left 
wilboiit  o^siderMticm.  Turning  to  another  point  you  had  up  a 
momeiBt  ago,  in  this  mfttter  of  deposits  that  Mr.  Begg  asked  about 
covering  in  of  this  money.  On  the  pay  loU  would  be  a  soldier 
at  $30  s  montlL;  deduclirta  $7.S0  toe  insurance,  $15  for  allotment; 
then  he  received  a  obtain  amount  in  cadL  The  method  as  described 
a  mommt  ago  brought  it  up  to  <lie  point  that  the  diief  paymaster, 
with  whom  the  Director  of  Finance,  the  Pavmaster  Oeneral:^  what- 
ever you  like,  in  the  War  Department,  would  draw  that  money  on 
his  requisition  and  upon  an  accountable  warrant  it  goes  to  his  <»edit. 
He  would  advance  to  the  paymaster  in  the  field  a  suflScieat  amount 
of  money  to  pay  the  aUowanee  in  cadi  and  he  would  then  on  this 
pay  roll  as  made  up,  cbe^  etdi  totri  and  nii^e  the  deduction  and 
cover  that  money  into  the  Trea8a«y  with  his  own  di^  just  as 
though  he  were  paving  it  to  the  soloier  and  make  np  a  d^Wffli  a©- 
count  which  woidd  go  to  the  Auditor  ior  the  Wiar  D^mvtment  for 
settlement,  and  ^st  is  what  we  wanted  to  get.  That  is  what  we 
ought  to  have.  So  we  will  want,  of  couiiBe,  from  the  auditcH'  in  the 
end  a  statement  of  his  audit  of  these  pay  rolte  on  whk^  the  dedtc- 
tions  have  been  made. 

Mr.  Carter.  This  man  can  not  give  us  tJia*. 

Mr.  Andrews.  We  simply  want  to  get  the  point  distinctly  in  mind 
.  when  we  get  to  that  later  on.  ' 

Mr.  Carter.  Could  you  take  that  up  when  we  come  to  that  wit- 
ness and  proceed  with  this  witness. 

Mr.  Andrews.  I  simply  want  to  have  the  record  show  the  pomt 
that  was  not  answered  iii  Mr.  Begg's  question  in  regard  to  this  de- 
posit.    "  1    -  X  X  1_ 

Mr.  Begg.  My  thought  in  the  matter  was  that  we  want  to  know 

whether  these  people  know  that  or  not. 

Mr.  Andrews.  It  makes  no  difference  whether  they  know  it  or  not 
so  far  as  the  testimony  of  our  final  report  is  concerned.  We  can  not. 
hold  them  responsible" for  any  of  these  deposits.  All  we  can  hold  them 
for  is  money  they  get  through  the  Treasury,  the  division  of  book- 
keeping and  warrants  which  shows  what  they  were  responsible  for. 

Mr.  Begg.  Nobody  is  intending  to  hold  a  man  responsible  for  some- 
thing outside  of  his  office. 

Col.  Hallett.  I  think  Mr.  Begg's  thought  on  that  was  to  know 
how  accurate  that  has  been  with  these  men  in  the  field  in  making 
these  deductions,  whether  there  was  a  possibility  of  a  man  having  the 
handling  of  the  actual  cash  in  the  field  and  the  deducting  and  send- 
ing it  back;  it  would  be  a  much  bigger  proposition  if  it  was  actual 
cash  handled  than  a  mere  bookkeeping  proposition. 
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Ml  .  Anukews.  Yon  have  nothing  to  answer  for  until  the  money 

gets  to  you? 

Col.  Hallett.  No.  .  . 

Mr  Begg.  Mv  purpose  iw»«ot' to  see  how  MMlch  or  littlejou  get, 

but  to  find  out  \vho  did  it  down  there  and  how  mwh  was  done,  uid 
when  vou  state  vou  could  not  answer  certain  questions,  that  was  satis- 
factoiV  to  me.  I  will  find  the  fellow  who  «m  tMwer  theni. 

Col"  HALI.ETT.  I  do  not  know  whether  the  check  which  Mr.  An- 
drews spoke  about  was  over  on  the  other  aide  or  over  here;  it 
have  been  on  the  other  side,  because  they  had  an  auditor  on  the  other 

Mr  Andrews.  That  does  not  affect  you ;  you  are  not  Ikbk  for  that.. 

The  Cii  MRMAX.  There  seems  to  be  some  difference  of  opimmi 
tween  vou  and  Mr.  Audrews  as  to  what  establiijes  setttOTttMit  of  pay. 
I  mijrht  ask  von  one  or  two  questions  and  if  I  am  mmamem  m  the- 
conclusions  I'have  drawn.  I  want^to  be  corrected.  . 

T  nnderstand  that  the  finance  officer  does  estabhsh  the  settlement  Of 
pay.   Am  I  wrontr  about  that? 

Mr.  Andreavs.  Pay  of  what?  • ,  w     a  j 

The  CHAiRirAx.  T  understand  from  what  you  said,  Mr.  Andrews,. 

that  the  auditor  establishes  that.  ,  _^  •  ^ 

Mr  \xDREWs  The  auditor  establishes  the  correctness  or  incorrect- 
ness of  the  accounts  of  the  War  Department  in  saying  that  it  had 
deposited  the  collections  of  deductions  made.    The  pay  rolls  will 

show  the  total  of  the  deductions.   ^ 

The  Chairman.  I  understand  that.  He  estabhshes  the  correctness- 
of  it  but  tiie  auditor  simply  e.stablishes  the  correctness  of  the  finance 

officer's  report,  does  he  not  ?  ■■      i  u    ^i,  c 

Mr.  Andbews.  On  the  basis  of  accounts  rendered  by  the  tinance 

^  The  Chaikman,  But  the  finance  officer  is  the  officer  who  establishes 

it  A 

Mr.  Andreavs.  Xo:  the  administrative  officer,  the  commanding  offi- 
cer in  the  field  is  the  man  who  makes  up  the  pav  rolls. 

Col.  Hatxett.  The  commanding  officer  really  is  the  man  who  es- 
tablishes the  amount  tlie  individual  soldier  gets  unless  he  makes  a 

The  Chairman.  That  is  what  I  was  getting:  at.  ^  ^ 

Col.  HALI.ETT.  I  think  probably  the  finance  officer  of  the  Army  is 
the  man  who  actually  turns  over  the  cash. 

The  Chairman.  Certainly,  he  is  the  man  who  gets  it. 

C<d.  Halmtt.  And  he  makes  the  account  to  the  auditor.  The 
account  is  not  technically  settled,  as  I  understand  it,  vmtil  the 
auditor  has  passed  upon  it  and  approved  it 

The  Chairman.  Certainly.  _ 

Col.  HaiXKTT.  Although  so  far  as  we  have  our  original  dealings, 
first,  we  get  our  check  and  have  our  accounts  between  the  finance 
officer  of^the  War  Department  and  our  receiving  officer,  receipts 
md  disbursements  officer,  whatever  he  is  called  in  the  Treasury  De- 
partamit,  and  if  it  is  wrong  the  auditor  takes  it  up  and  settles  the 
account  and  makes  it  rierht.  .  ,    ,  ^^ 

Mr.  Andmsws.  You  do  not  have  an^^hing  to  do  with  the  coliec- 

tienof  thfttmoneirf  - 
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Col.  Hallett.  Xo,  sir. 

Mr.  Andrews.  You  receive  it  through  the  deposit  in  the  Treasury  i 
Col.  Hallett.  Yes,  sir. 

Mr.  Andrews.  And  that  is  the  way  you  get  it? 
Col.  Hallett.  Yes,  sir. 

Mr.  Andrews.  The  bookkeeping  division  of  the  Treasury  Depart- 
ment gets  that  record  and  makes  a  charge  against  you? 
Col.  Hallett.  Yes.  sir. 

Mr.  Andrews.  And  that  is  the  charge  that  you  would  have  to 

answer  in  the  end? 

Col.  Hallett.  Yes,  sir. 

The  Chairman.  In  substance,  the  auditor  simply  performs  the 
duties  that  are  indicated  in  his  name  that  as  an  auditor  he  should 
perform.   He  does  not  settle  anything. 

3ir.  Andk£W&  Under  the  law  he  is  required  to  do  it  and  nobody 
else  can. 

The  Chairman.  I  am  trying  to  develop  the  information. 

Col.  Hallett.  I  do  not  know,  as  a  matter  of  fact.  I  am  talking 
about  something  that  is  only  general  information  to  me. 

Mr.  Carter.  Do  you  mean  by  settlement  of  account,  or,  rather, 
by  an  audit  of  account,  that  he  is  the  only  one  that  can  puss  upon 
tne  individual  account  turned  over? 

Mr.  Andrews.  As  a  final  settlement. 

Mr.  Cabter.  Then,  the  law  presupposes  an  impossibility,  to  start 
Avith,  because  no  man  on  earth  could  pass  upon  accounts  due  4^000,- 
000  men  in  30  days. 

Mr.  Andrews.  No.  The  law  does  not  make  it  30  days.  You  have 
accounts  that  are  clearly  monthly.  The  Secrecy  of  the  Treasury 
can  fix  that  according  to  an  order. 

Mr.  Cabter.  Then,  say,  4,000,000  quarterly.  That  would  be  prac- 
tically an  impossibility  tor  oi^  man  to  pass4ipon  that  many  claims. 

Mr.  Andrews.  When  the  pay  roll  is  made  up  by  the  administra- 
tive officer,  the  paymaster  or  auditor  never  makes  a  pay  roll  or 
should  not;  it  is  the  administrative  officer  that  makes  the  pay  roll 
and  puts  upon  that  pay  roll  the  amount  of  money  the  individuid  is 
to  receive,  $30  or  $50  a  month,  according  to  the  soldier's  grade. 
Then,  he  has  an  insuraiWB  pr^nium,  an  allotmrat,  and  so  mudi 
ca^.  It  is  the  executive  officer  or  administralive  officer  in  the  Army 
who  does  that.  Wh«i  the  pay  kSL  is  tiiua  made  up  it  is  toroed  ovcnr 
to  the  paymaster  who  has  the  money. 

Mr.  Carti».  You  say  tilie  adwinisfcrative  officer  makes  up  the  pay 
r^.  Who  is  that! 

Mr.  Andibsws.  Take  the  Commds8i<»er  of  Internal  Bevenue.  He 
is  the  administrative  officer  of  his  bureau,  and  under  his  diraetion 
the  pay  roll  of  his  bureau  is  made  up. .  it  may  be  Hie  commanding 
officw^  of  the  company  or  whoever  he  might  designate  for  that  unit* 

Mjr.  CAMem.  He  makes  out  the  pay  nM  with  tmary  mm*s  nune  on 
it  in  his  c<nnpany  md  the  amount  due  each  one? 

Mr.  Ahdriws.  Yes. 

Mr.  Cabter.  Does  he  make  the  deductions? 
Mr.  Andrews.  Kobody  else  has  authority  to  do  it.  ' 
Mr.  Carter.  That  is  approved  by  whom  next? 
Mr.  Andrews.  That  goes  to  the  paymaster. 


Mr.  Carter.  Whereabouts? 

Mr.  Andrews.  He  may  be  in  the  field  with  the  unit  or  at  some 
other  station,  and  the  paymaster  of  that  unit  is  the  officer  authorized 
to  pay  that  unit.  He  reviews  the  roll,  and  if  he  finds  some  errors 
in  computation  he  mav  return  it  for  correction,  of  course,  as  he 
would.  When  he  gets  that  pay  roll  and  finds  in  this  column  so 
much  cash,  he  would  turn  that  amount  of  cash  over  to  this  soldier, 
whatever  it  might  be,  in  each  case.  Then,  when  the  Paymaster 
G^ral  or  Director  General  of  Finance  has  retained  the  amount  of 
these  premiums  and  these  allotments  in  his  olRce,  he  has  sent  for- 
ward to  that  paymaster  in  the  field  the  amount  of  cash  to  cover  this 

colunm.  .  ,  A 

Mr.  Cakter.  Who  was  it  that  you  said  did  this  last  act  ot  trans- 
mittKDg  the  funds,  and  so  forth,  to  the  paymaster « 

Mr.  AnDHBWs.  The  paymaster  in  the  field  pays  that  xoll. 

Mr.  Cabteh.  Where  does  he  get  the  funds  ? 

Mr.  Anskews.  HiTDUgh  the  qiM»  of  the  Paymaster  General  or 
Director  General  of  Finance.  ^       ,  ^ 

Mr  CAirrEB.  How  does  the  Paymaster  General  or  Director  Gen- 
eral know  how  much  money  to  send  him  i  He  has  to  file  this  pay 

"*Mr.^NDHBWS.  He  would  advance  the  cash.  They  know  si^stan- 
tially  how  many  men  are  in  that  unit,  and  keep  track  of  the  figures 
as  the  men  aie  ordered  back  and  forth;  and  the  orders  m  the  de- 
partment will  go  naturally  through  the  administrative  channels 
down  to  the  office  of  the  Paymaster  General,  and  he  would  have 
that  on  his  books.  If  any  errras  appear,  they  would  be  taJsMi  up  on 
a  supplemental  statement.  .  ,    .  , 

Mr  Carter.  You  are  going  too  fast  How  is  he  to  know  if  any 
errors  occur— this  Paymaster  Genial  or  the  other»^if  he  does 
not  have  the  month's  pa.y  roll  before  hm?  \ 

Mr.  Andrews.  When  it  comes  back  it  is  paid  in  the  hekt,  out  it 

is  returned  to  the  department  ^  n  .e.   *u  * 

Mr.  Carter.  The  department  never  sees  that  pay  ml  tor  ttia« 

month  until  after  it  has  been  paid?  «  , ,    . .      .    '       ^  i 

Mr.  Andrews.  No.  It  is  paid  in  the  field;  , if  it  is  *  qof^erly 
pavment,  he  has  20  davs  in  which  to  forward  his  acoomt  to  the  de- 
partment :  if  it  is  monthly,  under  an  order  of  the  ^artiaent  he  wUl 
have  10  days.  That  account  will  be  forwarded  to  <iie  di^iartraent  m 

•Washington.  .        ,    -       -m-  i.-  _xl.»8 

Mr  Carter.  The  remittance  is  made  from  Waslungtonjf 
Mr!  Andrews.  The  remittance  for  the  payment  O*'™  money 

must  come  to  the  officer  before  he  can  pay  the  rofl.  He  miiBt  haVe 

*^Mr.°clRTOR.  Then  this  money  is  sent  from  Washington 'to  the 
field  to  pay  this  pay  roll  before  they  actuaUy  receive  the  pay  rcdls? 

Mr  Andrews.  Yes;  before  it  is  made  out.   They  ^ 
requisition  the  first  of  the  month  to  pay  the  middle  of  the  month, 
and  the  middle  of  the  month  to  pay  at  the  end  of  the  month,  as 

Hi  rule  n 
Mr.' Carter.  Make  a  requisition  for  so  much  money? 

Mr.  Andrews.  Yes.    When  the  requisition  m  the  War  Depart- 
ment  comes  to  the  Treasury  the  Auditor  for  the  War  Departmimt 
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who  approves  the  requisition  gives  it  to  tiie  ^^maxm  of  bookkeeping 
and  warrant  and  they  issue  an  aoooimtabiA  wront  going  to  the 
Treasurer  of  the  United  States,  and  he  enters  %is  to  &m  credit  of 
that  paymaster  on  the  books  of  the  Treasury.  .  ^  _u 

The  Chairman.  Do  you  wish  to  say  anything  about  tiiat  qufli^Dn, 

Col.  Hallett? 

Col.  Hallett'.  No,  sir.  ,    .  i 

Mr.  Begg.  I  should  like  to  refer  back  to  my  hypotheti^l  case 

again.  1  am  going  to  estimate  that  my  pay  roll,  th»t  I  am  the  com- 
manding officer  of  this  companj^,  and  my  pay  roll  calls  for  $6,000, 
if  there  are  no  deductions.  I  will  assume  that  the  sum  total  of  the 
deductions  to  be  taken  out  for  the  applications  for  insurance  will  be 
$1,000.  I  had  these  applications  made  out  and  stick  them  in  my  file 
and  don't  put  them  in  the  proper  place— if  I  am  crooked.  I  requia- 
tion  for  $6,000  and  actually  pay  out  $5,000  to  these  soldiers,  tate 
their  deductions  and  stick  it  in  my  pocket.  What  check  has  the 
War  Eisk  Insurance  Bureau  or  the  Treasury  Department  to  know 
•that  was  not  done? 

Col.  Hallett.  No  check ;  I  do  not  know  that  there  would  be  any 

check. 

Mr,  Begg.  You  say  there  is  no  check? 

Col.  Hallett.  No:  except  that  it  is  fair  to  presume  that  some  of 
these  250  or  200  in  that  company,  their  beneficiaries.  Avould  receive 
the  applications,  and  somebody  will  hear  from  it  before  long. 

Mr.  Begg.  Let  us  assume  "the  hypothetical  case.  I  will  state 
frankly  I  haA^e  no  evidence  to  think  "that  was  done.  I  am  trying  to 
find  out  if  this  Bureau  of  War  Eisk  insurance 
Department  have  an  absolute  check  on  this  money,  so  that  they 
know  that  every  boy  who  takes  insurance  will  ultimately  jret  it. 
That  is  the  thing  I  am  after.  I  am  not  casting  suspicions  on  any- 
body- Supposing  I  am  the  commanding  officer  and  if  I  do  tliat 
thing  for  a  period  of  four  months,  we  will  say,  I  have  then  accumu- 
lated $4,000  and  I  clieck  my  men  and  I  find  that  1  had  heavy  casual- 
ties, and  I  destroy  these  "applications  among  the  casualties,  Avhnt 
•evidence  lias  been  sent  back  to  establish  that  boy's  insurance  or  tliat 
part  was  taken  out  of  his  pay  for  insurance  other  than  the  word 
of  his  mother  or  pals,  or  whoever  it  might  be :  he  is  dead  now. 

CoL  HAUiBTT.  There  would  not  be  any,  so  far  as  I  know  at  the 
pi:!ese&t  time.  Of  course,  those  things'  are  all  made  up  by  the 
company  officers'  subordinates,  who  do  the  actual  work,  and  if  he 
tried  to  do  it  himself  physically,  it  would  cause  a  great  deal  of 
comment-  If  that  was  done,  then  his  first  sergeant  would  know  and 
would  have  to  know  that  it  was  being  done  and  would  have,  to  be 
in  the  ocmspiracy  with  him  for  him  to  get  away  with  it.  His  other 
officers  would  have  to  know.  The  fact  that  such  a  large  proportion 
of  his  men  had  not  tak»n  out  insurance  would  appear  on  the  pay 
I'olls  and  woold  cause  ccnnmeut  and  perhaps  an  investigation  by 
the  paymaster.  The  service  records  of  the  men  also  have  a  notation 
on  tiiem  or  should  have  a  notation  on  them,  if  they  had  service 
irecords,  and  part  of  them  did;  some  of  th«m  did  not  have  them 
at  the  time,  but  they  are  required  under  the  regulations  to  have  a 
notation  on  this  service  record-  That  would  be  evidenoei^  whid;^  we 
•eiR  take*;  tiu^  is  tlM  nanlB  ofm^  indmdadi  tooc^    .  , . 
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Mr.  Bbgg.  Who  made  up  the  man's  service  record  wh«ft  he  was  in 
the  field — ^tlke  commanding  officer^ 

Col.  Hawlett.  The  same  man  would  make  that  up. 

Mr.  BisoG.  Then  he  could  easily  omit  that  if  he  was  rndined  to  do 

Col.  HiixETT.  The  actual  physical  work  is  again  done  by  his  first 
sergeant  and  it  would  take,  practically,  a  conspiracy  of  all  ot  his 
officers,  or  at  Ici^  four  or  five  people  in  the  company,  to  do  it  suc- 
eessfuliy.  He  might  do  it  occasionally  here  and  there  and  perhaps 
get  away  with  it  for  a  while,  but  if  he  did  it  would  be  indicated  prob- 
ibly  in  the  second  month  or  third  month  by  all  the  other  companies 
of  file  regiment  coming  m  with  a  large  proportion  of  insurance,  and 
it  would  result  in  a  very  strict  iavesiigati^  ei  the  eondition  ot  Uie 

man's  company.  ,       , ,        ^  i  •  t. 

Mr.  Begg.  TlieTe  is  another  question  I  would  hke  to  bring  out. 

Col.  Hallett.  Those  are  also  all  checked  up  through  the  regmumtal 
offices,  so  that  it  wonld  be  very  difficult  for  a  companj  commander 
to  do  any  such  thing  as^that  unless  he  was  also  m  conspiracy  witH  the 
regimental  commander.  .  .  . 

Mr.  Beg<}.  That  suggests  still  another  question.  What  is  the  title 

of  regimental  commander? 

Coi.  Hallett.  Colonel.  i.-  /-v  xr    r^ij  t 

Mr.  Begg.  You  say  this  pay  roll  goes  throu^  for  his  U.       lAd  J- 

understand  Tou  correctly?  ^,       ,      ^.       .  . , 

Col.  Hallett.  To  be  real  frank  with  you,  I  have  forgotten  whether 

bis  actual  O.  K.  goes  on  it.  i  j  ,    ji  at  u„ 

^h:  Begg.  You  said  that  if  he  was  inchned  would  be  diflicult,  be- 
cause it  had  to  go  back  through  the  re^^tal  officer,  ih»  eoknel, 

did  vou  not?  ,  ,  i_ 

Col  Hallett.  As  I  remember  it,  they  made  some  dianges  whUe 
I  was  there,  but  the  last  I  knew  it  went  to  the  reguneiital  supply 
officer,  who  acted  as  disbursing  officer  for  the  regiment. 

Mr  Begg.  Then,  if  this  commanding  officer  of  the  company  had 
failed  to  send  these  applications  in,  why  did  not  the  colonel  or  com- 
manding officer  of  the  regiment  catch  it  up ;  was  it  through  ignofttQce 
of  the  process  ? 

Col.  Hallett.  Apparently,  they  were  ignorant,  and  it  may  hafse 

been  that  thev  sent  part  of  them  in  and  did  not  get  them 

Mr.  Begg.  I  understand  you  just  said  that  is  the  theory  which  me 
department  has  how  it  happened.  •       t  j 

Col  Hallett.  Those  are  the  only  reasons  that  I  ckn  give.  I  do 
know  that  some  of  these  applications  have  appeared  in  most  tmusml 
positions,  and  to  check  back  to  get  the  responsibility  for  it  I  should 
say  was  a  pretty  difficult  proposition.  Of  course,  that  was  m  ansther 
department  and  I  can  not  answer  that.  j.   ^  ± 

Mr.  Begg.  Orders  such  as  directions  to  the  cmnmandmg  omcers  or 
a  company  regarding  the  handling  of  the  insurance  for  the 
how  were*  those  orders  actually  transmitted— orally,  or  m  wntingl 

Col.  Hallett.  In  writing.  ,    ,  .       -x-  ^i. 

Mr.  Begg.  Then,  each  commanding  officer  had  in  writing  the  nouce 
as  to  what  to  do  with  each  of  these  slips?  ' 

Col.  Hallett.  Thev  ultimately  did.  A  lot  of  us  took  out  msur- 
ance.  I  individually  took  out  insurance  on  the  other  side ;  when  the 
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men  had  arrived  over  there,  before  any  orders  couW  be  a""®*  ««* 
or  put  in  writing.  I  took  out  $7,000  insurance,  sunplv  on  the  chia^ 
llmt  T  could  afford  to  pay  premiums  without  any  knowledge  as  to 
what  the  premium  would  be  or  what  it  was.  As  I  ramember  it,  ft  man 
had  some  typewritten  application  blanks  that  had  been  gotten  .to- 
crether,  and"  he  came  up  and  told  us  about  it  and  we  put  down 
names.  Later,  when  the  orders  came  out  and  we  found  what  toe 
rates  were  and  I  found  I  could  afford  it,  I  increased  it  and  made  my 
application  for  $3,000.  That  was  the  way  it  was  done  at  the  v^ 
start.  Of  course,  after  thev  got  organized,  it  became  very  much  bet- 
ter directed  and  better  administered.  I  can  only  giye^  my  personal 
experience  on  tlie  other  side.  They  were  all  supposed  to  be  done  by 
orders.  We  were  all  supposed  to  get  it  by  orders  It  took  some 
time,  as  long  as  three  weeks,  sometimes,  to  get  an  order  from  general 
headquarter  down  to  the  last  unit  m  the  hne.   That  seemed  like  a 

long  time.  „      ,   .  ■,      .i    j;  x-  9 

Mr  Begg.  How  do  you  account  for  that  length  of  time « 
-  Col  H\LLETT.  By  reason  of  misrounting.  The  changes  of  the  unit 
from  the  time  it  started,  from  the  time  the  order  started  until  it 
finally  arrived,  the  very  great  number  of  moves  that  took  place  made 
it  slow.  It  was  like  a  traveling  salesman  gettmg  his  mail,  and  it  has 
to  be  forwarded  and  forwarded.  ^  • 

Mr.  Begg.  Are  you  at  the  head  of  the  claim  department  in  the 
War  Risk  or  are  you  a  subordinate  officer? 
Col.  Haujett.  Yes,  sir :  I  am  the  head. 

Mr.  Begg.  You  handle  in  your  department  all  claims  that  are  made 
against  the  War  Risk  for  insurance;  you  liandle  the  claims. 

Col.  Halmtpt.  Yes,  sir. 

Mr.  Bfxjg.  How  many  people  are  carrying  insurance  to-day  ? 
Col.  Hamott.  That  I  do  not  know ;  that  is  in  the  insurance  divi- 
sion. ,13 

Mr  Begg.  Hoav  manv  claims  have  you  had  to  pay  i 
Col.  HAUjar.  About  119,000. 

Mr.  Bbgo.  How  many  people  have  you  in  youi-  depaitment  under 
you;  how  many  people  working? 
Col.  Hau^tt.  About  1,500. 

Mrl.  Begq.  What  are  the  main  duties  of  these  1,500  ? 
Col.  Hallett.  I  should  say  here  that  I  also  settle  tlie  compensation 
claims  and  have  complete  charge  of  them,  and  that  they  axe>  worldn^^ 
on  compenaition  claims,  which  are  805,000. 
Mr.  CAHTia.  How  inanv  claims  did  you  say  had  been  settled? 
CoL  Hauuett.  All  the  inmHraiiee  daims  have  been  settled  ensept 
7,000,  approximatdy. 

Mr.  BsMCK  How  many  claims  can  one  person  handle  m  a  day,  as  an 
«venK&,  not  t^e  exceptional  ?  How  n«ny  claims  do  you  expect  each 
one  of  these  employees  to  handle,  if  you  had  all  that  class  of  em*- 
ployees,  in  an  averafj^  day's  work  ? 
Col.  Hauubtt.  Tlittt  m  ft  very  difficult  questioa  to  answer. 
Mr.  BsGO.  Can  you  give  an  estimate? 

Col.  HAixasrr.  1  can  put  it  in  a  diffwent  way.   Each  man  can 
handle  approximately  1,300  claims.  • 
'  Mr.  Bbog.'  In  how  long  a  1im»? 

^e&h^mxrT.  r  mean  ICBfep  the  work  going  on  1^  daims.  N© 
daim  dies  even  after  it  has  been  settied. 
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Mr.  Begg.  Because  it  is  paid  in  monthly  installments. 

Col.  Haixett.  And  there  are  changes  of  beneficiary  by  reason  of 
death,  changes  of  address,  and  that  sort  of  thing  so  that  we  still  have 
to  keep  these  claims  in  the  hands  of  the  individual  and  it  has  beeii 
imokd  that  a  man  can  keep  his  correspondence  current  and  can  ad- 
minister the  claims  with  about  1,300  to  his  credit.  That  is  an  aver- 
age. It  runs  from  2,200  death  claims— the  insurance  claims  are  much 
easier  to  handle— down  to  about  1,100  disability  claims;  around 
IMO.  You  ask  how  many  they  can  handle  in  a  day.  I  am  insisting 
on  their  showing  at  least  the  results  of  50  dictated  letters  and  the 
average  s^em^t  of  at  least  8  claims  per  day  per  examiner. 

Mr.  Begg.  If  I  understand  it  correctly,  one  man  in  there  can  take 
care  of  1,300  claims;  that  is,  he  can  attend  to  them-  How  ma^y 
elerical  assii^ants  does  he  have  to  have  to  do  that? 

CoL  Haii«et.  It  averages  about  fim  That  means  ©omjtmg  the 
file  cl«:ks  and  messoigers. 

Mr.  Begg. -Let  me  state  it  differently.  Supposmg  you  are  going 
into  the  in^rance  busmess  to-day.  Would  1,300  customers  be  all 
that  you  could  handle  in  your  <rffce  if  you  took  on  no  help  oUier  than 

CoL  Hamjot.  I  do  not  know. 

Mr.  Bbgg.  Then  you  do  not  know  whether  you  have  in  your  de- 
partment more  than  you  could  affc»rd  to  c«ry  on  hmmmix  whether 

you  have  less.  ^  ,  .  ,  ^  , 

CoL  HAtLEiT.  I  will  say  frankly  that  I  think  I  have  more  than 
would  be  considered  in  an  oardinary  business.  Because  of  the  rapid- 
ity with  which  claims  were  received,  it  required  a  larger  personnel  to 
handle  them  quickly  and  efficiently  than  would  be  na«ii  with  m  any 
business  organization  that  I  have  ever  beard  of  at  tlw  present  time. 

Mr.  Begg.  I  do  not  want  you  to  understand  that  I  W»  inanwting 
in  this  question,  but  here  is  what  the  figures  show.  That  each  «n- 
plovee  would  have  for  a  year's  work  if  each  claimant  wrote  one  letter 
to  vour  department  in  a  year,  28  letters  to  dispose  of  m  fj^- ,  Aha* 
is  what  your  employees  would  have  to  take  care  of,  28  lefcters  in  360 
days  if  each  claimant  wrote  one  letter.  How  many  letters  come  in 
regarding  one  claim  in  a  year,  estimated! 

Col.  Hallett.  I  am  getting  from  my  claim  department  appiEOXi- 
matelv  10,000  letters  per  day.  .       ,     ^ .  j 

Mr."  Begg.  Then  for  each  claim  you  are  getting  about  two  and  one- 
half  letters  each  day.  In  other  words,  every  man  having  a  claim  m 
your  department  writes  two  and  one-half  letters  a  day  to  you. 

Col.  Hallett.  Not  each  man ;  no.  Those  are  things  we  have  writ- 
ten and  information  we  have.  ,    ■,    •  .      ^  j  • 

Mr  Begg  Either  from  that  man  or  somebody  interested  m  his 
claim,  two  and  one-half  letters  every  day  come  to  you  regarding  that 

claim.  ,         ,  /-( 

Mr  Moore.  Sometimes  they  are  letters  from  Congressmen. 

Mr.  Begg.  I  do  not  care  where  they  are  from;  800  letters  on 
every  claim  comes  in  in  a  year. 

Col.  Haixett.  I  have  about  45,000  to  55,000  cases  out  of  my  hies 

every  day,  being  worked  upon.  ^  ,     ■,       i  n  j 

Mr  Begg. -That  is  just  exactly  what  I  want  to  establish  and  hnd 
out.  I  am  frank  to  tell  you  that  it  seems  to  me  an  unusual  number 
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of  letters,  that  your  average  correspondimoe  about  eadi  claim  wiU 

run  up  to  TOO  or  800  lettei-s  a  year.  #  wf^«, 

Col  Hallett.  AYe  are  getting  a  very  great  numbw  of  letters  ev^ 
on  the  first  number  of  cases  that  were  settled,  and  settted  a  1«^ 
time  ago,  per  day,  a  surprising  number  of  letters.  We  «>oeived 
three  letters  from"  one  man  m  one  day  that  were  not  cmly  dated  but 
timed,  and  that  is  the  way  they  are  coming  in. 

Mr.  Begg.  That  is  the  rule,  is  it,  that  you  receive  three  letters  from 
a  man  about  his  claim  the  same  day  ?  „    ,  ^i,      ^r,-  aa 

Col.  Hallett.  That  was  exceptional,  but  all  of  these  things  add 

^Mr.^BEGG.  Would  you  have  any  objection  to  submitting  to  this 
committee  the  accumulated  correspondence  regarding  any  particuJar 
claim?  I  am  not  doubting  your  word,  but  I  would  like  to  see  the 
claim  that  requires  800  letters,  if  it  is  an  average  claim  to  settle^ 
Col.  Ham^tt.  I  can  not  say.  I  am  frank  to  say  1  do  not  see 
how  an^  claim  would  take  800  letters  or  forms  even  though  it  is  a 

^^CoL^Choi.meley- Jones.  Are  you  going  on  the  annual  basis!  This 

is  not  annual  basis,  but  monthly.  i.  t 

Sir.  Begg.  What  I  am  trying  to  find  out  as  an  agent  for  the 
House  is  if  these  people  down  there  are  doing  what  would  be  recog- 
nized in  the  busm^  world  as  a  day's  work,  or  whether  they  are  do- 
ing more  than  a  day's  work.  What  you  state  is  probably  a  tact. 
Is  it  a  fact  regarding  the  whole  department  ?  .  a 

The  Chairman.  Col.  Chohneley-Jones  is  not  on  the  stand. 
Mr  Bbqo.  Right  on  that  point  I  will  ask  the  witness,  you  stated 
you  had  approjmnafcely  1,500  employees  in  your  department,  people 
that  are  actually  wortang  for  you? 
Col,  HAttaiT.  Yes,  sir.  .  i     _i.      i.  „ 

Mr.  BBoe.  Wh*t  will  be  the  awMga  m  your  department  for  a 

^Tol^mS^I  should  say  there  would  be  about  1.400  to  1^00. 

Mr.  Bi!GO.  From  what  source  do  you  get  Oxese  employees? 

Col  HAEtETT.  I  found  them  there  mostly.   I  am  getting  the  ex- 
aminersnffi^find  -Huit  I  need  to  handle  the  work,  mostly  from 

Zn?lawyers,  the  examme«  having  to  be  l^^y^''^' ^^^^^^^f 
Surged  from  m  «rvice.  That  is  where  I  am  getting  t^iem  from 
ow    Ihe  clerical  help  at  the  present  time  I  am  getting  largely  by 
ro  J^on  of  tSSs  faSm  ofcher'^p.rte  ol  tt»  bureau  that  ar.  goiug 

'^X  That  pra«ticaUy  answers  this  question.   Suppose  you 

ne^l  lO  mTre  employees  in  your  depafteH-rf^  what  process  do  you  go 

*^ToT  Hallett.  I  make  a  requisition  to  the  personnel  oJScer  of  the 

l^^S*^^^^      of  the  present  foro^  th^ 

vou  do  what? 

'  Col.  Hallett.  I  get  them  foom  hiin^ 
Mr.  Begg.  Do  you  know  where  he  gfltS  tbsmJ 
Col.  Hallett.  From  the  Civil  bervioe.  •  ;«  t-*st» 

The  Chairman.  Col.  Hallett,  doyou  f^W^f^.^™^, 

where  yoii  can  not  find  the  appharfaon  for  that  laffluwieel 
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Col.  Haixktt.  Yes,  sir.   •  ,  .  .  ui-  u^^^*.  ;« 

The  C  HAiRMAN.  How  do  you  proceed  m  the  esfcabbshment  of  in- 
surance Avhen  YOU  have  not  the  application?  ,    _  i.  *. 

Col  H.iIktt.  I  write  to  the  /Editor  for  the  War  Department  to 
.ive  ns  a  transcript  of  the  man's  financial  account  and  find  out 

fvhether  or  not  he  was  checked  for  tJie ^^^iuH^^t  Z^J^ 
not  -ive  us  that  we  then  trv  to  get  in  touch  mth  the  DM»8  former 

officer,  or  any"  one  }i  Mb  other 
sioned  officers,  who  would  have  knowledge  as  to  whe&er  or  not  he 
was  actual! V  checked  for  war-risk  insurance.  ,  (leneral's 

The  CiiAiRMAX.  You  have  some  men  in  The  Adjutant  IJenerai  a 

office  workinjr  \w  these  cases?  .      '  ^-4. 

omce  wor         I  ^^^^  ^  anyt^  except 

the  ma?s  1  eco rds:  and  that  sometimes  can  be  taken  and  sometui^ 
can  no'    If  Tt  s  n;gative  information  which  we  get  from  there  we  do 
^n  trvin    to  build  up  these  cases,  take  that  as  concluam   If  it 

In  favor  o^  the  man  -  .t^^^L t.d  o^tT^uJ: 
Mncit  of  the  work  that  w<^  are  using  this  for  is  to  o^^^"- 
BeSattn  oises  whether  or  not  the  man's  record  diowed  that  he  had 
C  suffenng  ^vith  any  mjuiy  or  disease  or  disability  while  he  was 

IWMAX.  You  sav  they  have  access  to  his  re^rd  What 
is  the  record  in  The  Adjutant  (ieneraVs  office  that  you  refer  to? 

rol  SvL^^^^^^^^^  The  Adjutant  (ieneral's  record  is  a  form  which 
th^T  down  there  whidi  shows  the  man's  history  while  hj.  was  m 
thf  seJJfce  It  mav  be  a  copy  <>f  his  service  record.  There  are 
tne  service.  •        j      j  ^  ^eu  m  and  various  monthly 

vanous  'vhere  he  was.  orders  of  trMisfer,  and 

imd  quarterly  repoits  Sim  Adjutant  General  a.aie 

Tt  Ta^b^n  tu^Ll  o veTto  theni  from  the  SurgU  General  throi^ 
that  has  be^turnea  o  ^^^^  ^^^^j  ^^^^ 

;Se":rTor?hi"m^  hafshown  that  he  reported  to  the  surgeon 
^^'Th^cSl^S^^^^        that  in  The  Adjutant  General's 

"^^l  HAixrrr.  I  do  not  think  so.  I  think  that  is  in  the  quarter- 
master's  ffle.  I  think  that  is  an  abstract  T=  it  issued  in 

The  CHAiBMAir.  WiU  you  examine  it,  Col.  Hallett  i  is  it  issuea  in 

^^'S  H^n^.  You  are  talking  about  a  form  I  do  not  know  much 

Thairman  I  realize  that,  but  the  part  of  it  that  surprises  me 
The  in  formation  is  that  von  do  not  know  about  it, 

^rrf^deltS-alllt^^^y  of  this;  issued  in  triplicate,  went 

""SrH^^  They  never  have  come  to  my  particular  division. 
I  buff  think  peAM«  they  «ere  seot  to  the  msurame 

Thl°r«»i.MAN  What  I  was  gettinfr  at  was  this:  It  seemed  to  me 
,|Jm„^wS  up  reSrds  to  eftablish  insurance  in  the  absence  ot 
Sp plkauZZtXs^^bit  B  would  be  vital  and  your  employees 

'"^?\^H,';^'^'°»ta.'b^*o™<l  that  we  have  had  more  accurate 
i  Ji'tofcL'fl^iSS;*     the  W«  Department  with  respect 
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to  the  condition  of  this  man's  accounts  than  we  can  get  any  where 
n  You  sav  when  they  were  looking  up  the  record^ 

in  The  AdruU^^GL:^^^^^^       the/looked  for  his  service  record. 

I  understood  you  to  say  that.  r^^^  records 

Sf.  &^^o.!ung  with  -^,{^*lJ^«S*,r„TSnd 
^^£n?4' Xl^tliiutarorrf  — 

<^oi.  i:LAi.i.iai.  -  ^  Tliocjp  are  the  two  things  which  woula 

Se'tito,^iSi»'i!£'tnl|ar^r«*.  J 

'T^l  'Sfii!.;:"  N-":Rtv-  that  I  h«l  nut  seen  personaUy 
th^t"!..2?^t  norts  .t  been  j-^^  -JeJ^^ 

^?^e  Chaihmas.  You  have  no  file  of  it  in  your  dBcel 

dS  r„u"Lt  waf  V  w»  ^  you 
^oS™  any  you  had  . under  cousffer.t.on  tor  »«mr- 

tnce  at  this  time? 

JSkd  did  you  state  how  many  eUin.s  h«l  be«.  «- 

jected  or  had  not  been  established? 

Se  ^J^^Have  yoSlny  idea  how  many  such  ol«n»  exi*! 
?il  a^Ti  do  not  know  as  I  quite  understand  what  you 
nl^l^SShed    I  have  a  little  over  7,000  which  are  pendmg 

^"S;^  Sldl:"' t  rean  consider  the  claun  .t  .11  be- 

^^rn'TSSTw^i'^orcSILu™  claim  until  w.  h«e 
J»h liAed^t^  an  insurance.  It  comes  in  as  a  compensation  daim 
l^^%L  t^mm  -tons  thM  I  spoke  of  as  compensataon 
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Col.  Hallett.  I  could  not. 

The  Chairman.  Could  you  give  it  approximately? 

Col.  Hallett.  No,  sir;  the  only  thing  I  could  do  would  be  to  state 
that  we  have  about  4,000  more  insurance  claims  received  than  the 
War  Department  has  announced  that  there  were  deaths,  and  those 
must  have  been  and  are  proably  deaths  that  liave  occurred  outside 
of  the  service,  so  there  can  not  be  very  many  more  claims  in  this 
compensation  file  which  may  perhaps  develop  into  insurance  settle- 
ments. 

The  Chairman.  This  question  may  be  outside  your  official  duties 
entirely,  but  did  not  each  soldier  have  some  kind  of  a  book  or  a 
record ;  did  he  not  carry  with  him  such  a  book? 

Col.  HAUiETT.  The  Marine  Corps  has  always  carried  what  is  called 
a  pay  book,  and  had  it  on  their  person.  That  was  not  established 
in  the  Army  until  a  comparatively  late  date,  after  I  came  away  from 
the  other  side,  and  I  do  not  know  just  what  the  form  was  or  what 
the  arrang^ent  was.  I  think  they  had,  however,  some  such  book. 

'  The  Chairman.  That  was  my  understanding  of  it;  that  they  did 
not  establish  it  nntil  October,  1918. 

Col.  HAiiLBTT.  It  was  establii^ed  very  late,  but  whether  it  got 
into  full  usage  and  whether  it  was  turned  in  after  demobilization 
by  the  soldier  or  not,  I  do  not  know.  We  are  attempting  to  make 
a  study  of  tibese  cases  just  as  rapidly  as  we  can  from  the  statistical 
and  actuarial  point  of  view,  and  we  probably  can  gel  these  figures 
before  very  long,  but  I  do  not  Kke  to  use  my  personnel  on  that  to 
the  detriment  of  settling  compensation  claims  at  the  present  time. 

Mr.  Moore.  In  view  of  the  distance  to  be  covered  and  the  condi- 
tions that  actually  existed  on  the  other  side,  do  you  thiiA  it  is 
surprising  that  there  was  a  failure  to  file  applications  or  a  failttw 
of  the  applications  reaching  Washington  to  the  extent  you  hav© 
stated  in  cases  where  msurance  had  actually  been  applied  for? 

Col.  Hallett.  No,  sir. 

Mr.  Moore.  Mails  were  lost  to  a  considerable  extmt;  that  k  a 
fact,  is  it  not?  When  a  claim  is  made^  as  I  understand,  you  either 
find  an  application  or  you  do  not  find  it;  if  there  i»  an  i^^cation 

found  that  is  the  best  evidence? 
Col.  Hallett.  Yes,  sir. 

Mr.  Moore.  If  there  is  no  application  found,  as  has  happened  in 
several  thousands  of  instances,  you  apply  to  the  Auditor  of  the  Wau 
Department  for  information? 

Col.  Hallett.  Yes,  sir. 

Mr.  MooRE.  If  a  deduction  is  shown  to  have  been  made,  you  take 
that  as  evidence  that  the  application  was  actually  filed? 
Col.  Hallett.  Yes,  sir. 

Mr.  MooRE.  Have  there  been  many  cases  in  which  proof  inde- 
pendent of  that  has  been  gotten  that  applications  were  made  and  no 
deductions  appeared  outside  of  proof  gotten  from  the  officers  of  the 
man's  unit. 

Col.  Hallett.  There  may  be  one  or  two  cases  that  have  come  to 
my  knowledge,  and  I  think  I  would  have  heard  of  all  of  them  be- ' 
cause  I  think  these  all  went  through  the  office  of  the  general  counsel. 

Mr.  MooRE.  These  cases  might  very  easily  have  occurred  in  this 
way :  4  wan  about  to  go  into  biUttle  wquld  syi^nily  hJ^  pux{^  to  the 
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officer  to  take  insurance,  and  then  the  man  in  conflict  might  have 
been  killed  without  any  payment  actually  having  been  made? 

Col.  Hallett,  The  only  actual  case,  the  circumstances  of  which 
I  can  remember  at  the  present  time,  was  one  in  connection  with  the 
Cyclops  case,  where  we  had  a  copy  of  a  letter  in  which  the  boy 
said — ^tliat  was  where  they  had  stopped  at  some  place  long  enough 
for  him  to  mail  a  letter:  "I  have  received  your  letter  just  before 
sailing  and  have  taken  3^our  advice,  and  just  took  $10,000  insurance." 
We  took  that  as  evidence  of  an  application  in  view  of  the  peculiar 
circumstance,  and  although  the  case  has  not  been  definitely  settled, 
•  I  think  it  will  be  settled  before  very  long,  because  I  have"  sent  oat 
to  get  the  information  as  to  who  the  people  were  within  the  per- 
mitted class,  and  that  was  the  only  case  so  far  as  I  know  where  such 
a  letter  was  received,  and  under  these  peculiar  cii€9imi^»]iieeB  it  was 
taken. 

Mr.  Moore.  HaA^e  you  ever  in  your  requests  for  information  which 
you  have  sought  at  the  War  Department  had  any  brought  to 
your  attention  that  tend  to  show  that  there  has  been  any  such  fraud 
as  was  suggested  a  while  ago  as  at  least  possible  without  being  stated 
that  there  ever  was  any?  Have  you  anvthing  to  iiid&cate  die  prob- 
ability of  fraud  having  beem  ocmimittedf  , 

Col.  HAiiUffTT.  No,  sir. 

The  Chairman.  I  have  understood  you  to  say  tint  you  have  a 
maximum  of  1,500  men  employed  in  your  brandkf 
Col.  HauciETt.  Yes,  sir. 

Tlie  CHAiKMAisr.  How  many  of  them  are  exammerst 
Col.  HaUjETt.  Two  hundred  aiid  eight. 

The  Chairman.  The  ^aminers  are  people  who  are  really  charged 
with  the  responsibility  of  keeping  up  the  claims,  are  they  not? 
Col.  HALunrr.  Yes,  sir. 

The  CHAiHQtfAN.  TbB  other  employees  are  subordinate  derks  ? 

Col.  Haii^btt.  lliere  are  about  65  reviewers  who  review  the  work 
of  the  exandners  in  order  to  have  these  daims  pass  through  two 
hands  before  thev  are  definitely  settled  upon. 

Mr.  Mooni.  I^e  remaining  employees  are  the  ordinary  clerical 
force— type^ters,  file  clens,  stenographers,  messenjrers,  mail 
riders,  index  searchers,  and  the  investigation  section  which  works 
for  tdllmuiches  of  the  bureau? 

Col.  Haiustt.  The  percentage  is  not  so  very  large  handling  in  a 
iiespcffisible  way  these  claims.  We  try  to  keep  it  down  as  much  as 
po^ble. 

Mr.  Moore.  There  havs  been  claims  asserted,  I  suppose,  where 
there  were  no  applications  and  where  you  fail  to  find  any  proof  at 
all  of  deductions  ?  *  ''^ 

Col.  Hallett.  Yes,  sir. 

Mr.  MooRE.  And  where  you  also  fail  to  get  any  datside  evidence 
that  application  was  made  for  insurance? 
Col.  Hallett.  Yes,  sir. 

Mr.  Moore.  How  many  of  these  claims  are  there?  Have  you  any 
idea?  What  percentage  of  the  total  claims. that  are  being  brought 
to  the  attention  of  the  office  ?  ' 

Col.  Hallett.  I  think  not  more  than  8  per  cent,  but  that  is  an  esti- 
mate. I  have  not  it  from  the  actuarial  department;  I  do  not  know. 
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M...  M,«K..  When  you  have  ^^^/Z^t'^'^ 
thorouf!hlv  to  ascertain  what  is  the  nght  ol  tne  nmu^ 

S;':  S„™;rv,m";-e.'of  eour^,  fomd  iB  «««  i»^c»  to  r.ieet 

the  claim :  is  that  true  ? 

!r»t?t,^rci;:n:r^ 

though  not  entitled  to  insurance  •      ^hat  in  this  time 

mS  Moobb.  I  suppose  it  goes  ^  f  to  get  an  office 

when  conditions  ^^^'-^f^^^^  S  "^otLCfficiencfor  that  is 
foice  that  represents  a  maximum  ol  ^ 
altogether  satisfactory ! 
Col.  Haixett.  It  is.  ^ufa^n  fherp  are  very  analagous  to 

e^^ttStSlro-str^^^^^^^^^ 

'•'S^f,S':S^"sl'YrVon„ea  a W 

allowed,  to.iniect  here  »■  ^t».'™^"  that  the 

l«Aing  in  I  -fJ<S„f  very  pl»..antly 

people  were  Jo>nf  'J'''^,;„,,;\';'f  „„^u  that  these  people  are  wiUme 
sorpnsetl  at  the  vast  a™"'''''' ,    ,,  jhat  has  been  required  of 

to  ao.  The  men  .n  order  to  do  the^    tra  time  without  &t.  The 
them  have  been  ffl  v.ng  tl;""^""^'^- ^T^^^  vol<in«»>nd 
Tarions  rtenORraphic  »n<\ '^P^' .f^™E^i  to  come  W 
when      <»>^'it™'i"fnra^s  to  and  elean  ^e 

Sllai!  »dTlw:  My^^^^^^^  a  great  deal  of  commanda- 

"li  ^TS.i  Tdrno?S'?hlT  'Cfl.  ve,,         *»  h^ 

MoTga^Snrf^tryto.^^^ 

b^fKi*^ra;e"S|-— n  and^time,  and  ^  a« 

trving  to  get  real  efficiency  out  ot  it. 
^  MoSb.  Is  there  any  payment  for  overtime? 

S-^^Tl^y  ha^^olunt^^^^  for  that  sort  of  w6rk? 

^JS/ You  were  asked  about  the  number  of  employees. 
O^Lfo^to  is  that  there  are  1,735  employees  m  your  depart- 

""^^^  5  *^iL^rdo  not  know  whether  that  includes  the  medical 

division  O'^j^^' I  have  increased  it  very  maten- 
hundred  Mid  ttiirt>^^^^^^^  The  medical  division  is  about  500  now. 
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of  thorough  organization ;  that  is,  you  had  not  the  organization  so 
complete  at  the  prosent  time  as  you  expect  to  have  it,  and  led  to  the 
thought  that  you  might  be  able  to  reduce  the  force.  Am  I  correct  ? 

Col.  HAUjm.  We  are  organized  on  what  we  call  the  functicmal 
system.  That  is,  the  files  are  all  .in  a  pool.  The  stenographers  are 
in  a  pool;  the  typists  are  in  the  pooL  The  mail  is  handled  m  the 
general  pool  until  it  is  distributed  to  the  examiners.  That  was  ttie 
organization  which  I  have  found  there.  I  have  bem  making  a  very 
extensive  study  to  find  out  whatiber  I  could  refine  the  organization 
bv  putting  in  what  was  called  a  unit  system,  dividing  each  nian's 
files  up  into  a  little  unit  and  putting  him  into  a  room  with  his  own 
files,  his  own  typists,  his  own  stenographer,  file  clerk.  At  the  present 
time,  however,  it  is  such  a  radical  change,  and  the  advice  of  somm  of 
the  biggest  efficiency  experts  that  I  ha,ve  been  able  to  get  in  com- 
munication with  has  been  against  making  the  change  until  we  get 
upon  our  feet,  because  all  those  radical  changes  cause  a  very  bad 
effect  upon  immediate  results,  and  we  want  to  get  results  firat  at  the 
present  time  until  I  can  see  that  I  have  got  these  cases  out  of  the  way, 
and  then  I  can  commence  to  refine, 

Mr.  (taklano.  You  can  refine  this  organization  as  you  choose  with- 
out anyone  refusiu*r  to  permit  you  to  do  so? 

CoI/Hallett.  My  hands  are  not  tied.  No,  fior;  I  take  the  full 
respojisibility  on  that.  ^  ^ 

The  t'liAiKMAX.  May  I  suggest  that  you  ask  him  what  restrictions 
the  civil  service  phiced  over  him  in  that  respect,  if  any? 

Mr.  (iARLAND.  Yes ;  I  will  ask  that  question. 

Col.  Hallett.  The  civil  service  are  i)lacino:  no  restrictions  over 
i:&  except  in  the  obtaininjr  of  employees,  and  they  have  been  very, 
\erv  helpful  in  trying  to  get  us  the  employees. 

^Vfr.  Garland.  ^?ut  the  other  side  of  it— I  mean  getting  rid  of 
them,  to  discharge  them  under  civil  service. 

Col.  Hali.ett.  I  have  not  yet  run  into  that  particular  situation 
very  seriously  because  it  is  only  recently  that  we  have  been  actually 
put  under  civil  service,  and  a  great  many  of  my  employees  were 
temporary  and  have  not  been  six  months  under  the  civil  service  so 
that  I  can  discharjre  them  before.  Some  of  them  I  could  not,  I 
imagine,  but  those  I  have  not  had  to  yet. 

ISIr.  (Iaklaxd.  I  advise  you  to  make  the  change  as  quick  as  you 
can  before  the  civil  service  gets  in  operation,  or  else  the  employee 
will  decide  to  discharge  them  for  you. 

Col.  Hallett.  I  have  had  no  experience  with  the  civil  service. 

Mr.  (tabland.  I  operated  under  it  17  years.   I  know  something 

about  it.  n  .      .  1 1 

Mr.  Andrews.  What  is  the  pomt  you  had  m  mind  f 
Mr.  Garland.  There  has  been  light  along  a  great  deal  of  riiroor, 
statements,  and  suggestions  that  in  these  departments  there  are  too 
many  employees.   It  has  been  stated  time  and  again  tl^at  t  J 
practically  falling  over  one  another ;  there  were  so  many  of  them  they 
were  in  one  another's  way  and  could  not  do  work  because  of  that. 
How  long  have  you  been  in  charge  there? 
Col.  HaIiLRTT.  Since  June  4. 

Mr.  GakIiANd.  I  do  not  know  whether  you  could  answer  that  ques- 
tion or  not,  whkher  or  not  you  found  that  was  the  condition  when 
you  came  there. 
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Col.  HALorrr.  I  did  not  find  it.  I  did  find  that  it  had  in  many 
places  the  appearance  becanse  of  the  fact  tiiat  there  was  not  at  that 
particular  time  room  enough  so  that  we  had  at  some  ^imes  to  Put 
two  men  at  a  desk  and  WB  have  had  to  work  part  of  the  force  at 
niffht  and  part  day  to  clean  up,  because  of  hick  of  room.  1  n»Y© 
heird  these  rumors  but  have  not  found  sueh^a  condition  yet.  ^ 

Mr.  Garland.  Have  you  reduced  the  number  of  emptoyeee  «nfl© 

vou  went  in  there  ?  ^  /•   x       i.  ■    i-i,  _^ 

Col.  Hallett.  I  have  increased  them.  When  I  first  went  in  there 
I  was  getting  new  claims  at  the  rate  of  1^  a  day  We  get  then^ 
now  at  the  rate  of  750  a  day.  I  had  to  incr^  them  to  ^^le^^ 
new  claims  that  were  coming  in.  I  found  when  I  got  in  there  a  man 
handling  3,500  cases.  The  result  was  when  y<»i  g®^***?*®  ,1^^^? 
write  me  to  find  out  why  a  certain  case  had  not  be«i  handled,  1 
found  the  man  who  was  handling  that  case  was  handling  more  th^ 
he  actually  could  to  handle  his  correspondence,  and  I  oxvf^,^ 
enlarge  and  find  out  the  number  of  cases  that  a  man  could  handte. 
They  were  doing  it  on  a  volunteer  basis,  going  to  a  man  and  saying 
I  am  pretty  near  up  with  my  insurance ;  have  you  anytiung  (  When 
I  first  went  there  I  found  piled  up  cases  because  we  had  a  lack  of 
personnel  and  the  men  would  try  to  handle  it.  I  imniediately  went 
and  got  personnel  because  I  wanted  these  cases  handled. 

Mr  Andbews.  In  connection  with  the  civil-service  matter,  i  want 
to  cail  attention  to  this  fact.  The  head  of  any  departm^t  m^ 
separate  anyone  in  the  classified  service  from  the  roll  for  the  good 
of  the  service.  He  has  full  discretion  to  do  it.  It  frequently  hap- 
pens. He  does  not  have  to  go  into  court  to  proA  e  his  right  to  do  it. 
Sothat  the  director  through  the  Secretary  of  the  Treasury,  could 
carry  out  the  proposition  at  any  time  in  his  judgment  that  it  should 

be  done.  ,  •      i  •   i.  x 

Mr  Garland.  The  removal  is  subject  to  review. 

The  Chairman.  We  have  a  specific  case  here  that  we  ought  to 
take  UP  and  have  reached  it  now.  I  think  we  can  dispose  of  it  to- 
morrow morning.   If  there  is  not  objection,  we  will  adjourn  until 

10.30  o'clock  a.  m.,  to-morrow.  -.^      ■,  •        a  4- 

(Thereupon,  at  1.15  o'clock  p.  m.,  the  committee  adjourned  to  meet 
again  at  10.30  a.  m.,  Thursday,  October  16,  1919). 


Committee  on  Expbnmtubbs  in 

THE  Treasuhy  Department, 

HoTTSB  or  Rbpkbsbntativiss, 

Washington,  Thursday,  October  16, 1919. 
The  committee  met  at  10.30  o'clock  a.  m.,  Hon.  Porter  H.  Dale 

(chairman)  presiding.  ■  .  , 

The  Chairman.  The  committee  will  come  to  order.  Do  you  wish 

to  make  a  further  statement,  Col.  Hallett  \     ^   ^  ^,    ^     ^  . 

Col.  HAMjrrr.  Here  is  a  pay  roll  that  I  got  at  the  War  Depart- 
ment ;  it  is  one  of  the  blank  forms  they  use. 

Mr.  Cartbe.  Suppose  we  make  that  Jbxwbit  U 

The  0»*TMf  AW.  Y«L 


(The  form  referred  to,  marked  for  identification  "  Exhibit  C," 

is  as  follows:) 


Pav  BoU  of  

— from  — 

— ,  m—,  to  — 

 ,  191—. 

Names,  pnsent  and  absent, 
cmdreak. 

Whenenlisted. 

Enlist- 
ment 
period. 

Remaps. 

• 

 ,   ,  191—. 

I  certify  that  the  roll  is  made  out  as  required  by  Army  Regulations  aud  that 
tbe  entries  opposite  each  name  are  correct  and  just.  Except  as  otherwise 
stated  in  "  Kemarks,"  each  man  whose  name  appears  on  this  pay  roll  was  last 
paid  to  ,  191—  by  ^  QM.,  U.  S.  A. 


 ^,  191—, 

I  certify  that  I  have  this  day  mustered  this  organization,  and  find  all  present 
and  absent  are  accounted  for  on  this  roll  as  required  by  Army  RegolatitMis. 


In9pefaing  ami  MuUerimg  Officer. 

I  certify  that  T  witnessed  the  payment  of  this  roll  and  that  prior  to  the  sign- 
ing of  this  certificate  eacli  man  received  the  amount  set  opposite  his  name,  wttli 
the  exception  of  those  men  marked  "  Not  paid." 


C<mmmiding  Orgmization. 

Note.— IMS  certificate  to  be  signed  only  on  the  copy  of  the  pay  roll  which 
beus  sigiiat;iire8  of  the  men  for  payment  in  cash. 

I  certify  that  this  roll  is  a  true  copy  of  the  roll  upon  whidi  paymwit,  fi- 
nessed by  me,  was  made,  excepting  as  to  tiie  dgnatures  in  the  receipt  coliuni 
imd  tbe  certificate  as  to  witnessing  the  paymrat  <hiE^£. 


Commanding  Organization. 

]S-oxE— This  certificate  to  be  si^rued  only  on  the  copy  of  the  roU  not  receipted, 
and  which  constitutes  the  quartermaster's  retained  voucher. 

VouchwNo.  . 


1 

T-^i      .            ,  191— W 

'  '                "          PAT  BOii. 

(Organization.) 

(Regiment.) 

<8lalion.) 


IVNTJimithof — — ,lfil-^  T  - 

Pay  of  Army,  191 —  $ 

of  Army,  191— ^^^„.-j>.  ,,.    .  ,  .  ..^i.-g-i.^ — r.-^rr-: — rr-r-Trrr^-r 

Pay  of  Army,  191—  ^  ^  

Pay  of  ,  191—  —  —  •  *■ 

Amoimt:   -« — — '-^^  r--,.^^^-/,^ 
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Collections :  ^  . 

Quartermaster's  •  * 

Post  exchange    

Post  launclry   ' 

Paid  in  cash  —   

Total  

[This  roU  not  to  be  t^ed.] 

Post  exchange  collections  hereon  paid  by  chedks  dftted  ^  ^  M  f^lownt 

Fort  ,  $  ,  No.  ,  on  . 

Port  ,  $  ,  No.  ,  on  —  .  • 

Fort  ^  $  ,  No.  ,  on  . 

Fort   ,  I  ,  No.  ,  on  . 

Post  Iau0dry  collections  hereon  paid  by  checi^s  dated  ^  as  follows : 

Fort  ^  $  ,  No.  ,  on  . 

Fort  ,  $  ,  No.  ,  on  . 

Fort  ,  $  ,  No.  ,  on  ^- 

Fort  ,  $  ,  No.  ,  on  . 


Namt'S,  present 
and  absent, 
andrtoik. 

• 

When 
enlisted. 

Enlist- 
ment 
period. 

Army 
serial 
number. 

Allotments, 

War-risk  in- 

Uberty 
boids. 

Other 
allot-, 
ments^ 
class 

A. 

c. 

p. 

Fourth. 

[These  columns  are  for  u^v  ol  -luartennasler  only.) 


1^  t  laundry. 

Ho  tox^-hanse. 

Total  amount 
dns. 

Amornt  of 
8t0ii|»fes. 

Balance  paid. 

1 

I  For  W2  by  aeronnttaK  offloMs  and,  when  neces  ary, «urtatto»  by  qBarteniiMter  and  wtnessing  officer  .J 


Received  payment,  in  ca^^h,  of 

(\  M. 
fineo. 

Trans- 
porta- 
tion. 

r.  c. 
and 
G.E. 

Reg. 
M. 

Sup's. 

Subs. 

Ord.* 
nance. 

(Not  to  be  signed  in  daptteate.) 

Col.  Haixett.  I  Avoukl  like  to  make  one  or  two  correetions  on 

niv  statement  of  vesterday.  ,    ^i.  . 

"The  C  HAiRMAN.  I^t  me  say  that  I  thought  afterwards  that  we 
took  a  course  of  examination  yesterday  of  which  we  should  havft 

tjiAen  some  notice.  . 

:Mr  Carter.  I  tliink  we  got  some  valuable  information  yesterday. 

Col.  Hallett.  I  want  it  understood  that  everything  I  said  yes- 
terday, particularlv  with  reference  to  the  figures,  for  the  most  part 
were  estimates  or  guesses,  because  I  find  that  it  is  almost  mipossible 
to  keej)  some  of  these  figures  straight  all  the  time,  and  I  was  asked 
vesterdav.  as  I  remember,  as  to  how  many  cases  we  had  in  insurance 
where  no  application  had  appeared,  but  they  were  finally  made  up 
from  outside  evidence.  As  I  remember,  I  gave  an  estimate  of 
10.000.  I  found  that  mv  estimate  was  very  far  from  the  truth. 
When  I  took  this  position  the  insurance  part  of  the  business  was 
Hearing  almost  a  close,  as  they  had  gotten  over  the  time  - 

Mr,  C  aittef  .(  iMPipcsjPa)  You  .mean  jipplicatipos? 
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Co\  HALLETT  No:  I  mean  the  settlement  of  insurance  cases  was 
neailv  closed   a  large  proportion  of  them  had  been  settled,  and  all 
of   he  ises  that  we  found  commg  in  were  largely  eompensation 
cases  either  compensation  for  death  or  compensation  for  ^isabilitj^ 
Th^t'is  Avhv  i  wis  not  as  conversant  with  the  figures  of  it.    I  found 
that  the  correct  figures,  the  total  number  of  no  ^^^^^^^ 
have  been  settled  up  in  the  msurance  division  by 
evidence  that  has  been  received  is  -i.O'io,  aiid  only  4^  ®* 
cases  are  cases  in  wliich  a  death  has  occurred  and  on  which  we  are 

^7\X''fomid  that  mv  estimate^  of  disallowances,  which  I  said  was 
about  8,000,  was  verv  badly  oti.  liaving  in  mind  sonie  disallowances 
with  respect  to  other  cases.  The  total  amount  ot  disallowances  at 
the  present  time  on  insurance  have  been  612  automatic  insurance; 
that  is,  where  there  was  no  application  whatever  and  where  the  man 
had  died  previous  to  his  making  application  within  the  12(  -day 
l>eriod:  and  on  contract  insurance  399.  These  figures  are  not  en- 
tirely conclusive  because,  as  I  said  yesterday,  a  case  at  tlie  present 
time  is  not  considered  an  insurance  case  until  we  have  evidence  that 
there  was  insurance,  so  that  there  may  be  cases  with  a  compensation 
number,  but  with  an  insurance  ([uestion  involved  wluch  have  not 
been  closed,  because  it  is  the  policv  of  the  bureau,  knowing  the  con- 
dition of  the  records  at  the  present  time,  not  to  close  any  claim  tor 
insurance  until  every  possible  means  of  creating  that  insurance  has 
been  exhausted.  We  do  not  feel  that  we  can  at  the  present  time 
exhaust  all  of  these  means,  so  that  these  disallowances  are  largely 
cases  that  I  have  told  vou  where  in  the  contract  insurance  there  have 
been  some  reasons  wliv  it  should  be  disalloAved.  even  though  there 
was  an  application.  Where  there  is  no  application,  they  will  not 
appear,  for  the  most  part,  in  these  figures,  because  those  cases  have 
net  been  settled  or,  rather,  they  are  still  continued  pending  as  proof 
conies;  for  ins^ce,  this  case  this  morning  is  considered  pending. 

The  Chaibman.  You  spoke  about  these  applications.  Applica- 
tions are  coming  in  DOW|  that  is,  applications  that  have  been  tem- 
porarily delayed? 

CoL  "Hallett.  I  perhaps  might  make  a  stat^nent  in  connection 
wi^  that  which  would  be  of  interest  to  the  committee.  As  I  said 
ye^aiay,  they  were  originally  made  up  in  triplicate.  It  was  then 
i^ianged  so  tluit  t^y  were  ^ly  made  up  in  duplicate,  and  The  Ad- 
jutant Genwal  was  supposed  to  keep  one  and  we  were  supposed  to 
receive  the  other.  The  Adjutant  General  has  found  that  he  has  no 
use  for  all  tlitse  duplicates  and  he  has  turned  them  over  to  the 
bureau.  They  were  not  particularly  well  indexed;  in  fact,  I  do 
not  think  thev  were  indexed— just  separated  according  to  letter,  and 
not  even  the'  letter  alphf^wtixed^^o  that  we  have  had  the  job  of 
throwing  those  cases  aj!;ainst  our  own  files  and  trying  to  get  them  into 
shape  so  that  they  will  give  us  all  4^  infocniatioii  that  we  can  g«* 

from  than.  .  .  . 

The  Chaibman.  Are  these  original  appheatians  yoa  an  spM- 

inc  of? 

Col.  HAuasTT.  They  are  the  applications  that  were  made  out  at  the 
same  time,  supposed  to  be  carbon  copies  of  tiie  «rigiiiaL 
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The  Chaibmak.  I  want  to  get  that  dmrly  in  my  mind.  Those  are 
the  originals  and  not  what  we  had  here  yesterday  that  we  noickieid 
^  Exhibit  By"  the  abstracts  ol  the  originals? 

Col.  MAMm.  Thm  «re  the  originals.  The  abstract  that  you 
marked  was  an  abstract  which  I  have  also  found  out  more  about. 

Mr.  Cabter.  As  I  imderstwid  you,  tibe  original  copy  is  sent  to  the 
War  Biisk  Bureau  and  a  carbon  copy  kept  by  the  company  com* 
mander  of  the  unit. 

Col.  HAi^mrr.  No;  tiiat  was  supposed  to  be  ctoiLt  to  The  Adjutaat 

Geneitd  for  his  records. 

Mr.  Cabteil  To  be  kept  by  The  Adjutant  General  Then,  smce 
l^t  time  The  Adjutent  General,  finding  no  use  ion  Ihaok^  has  aeiit 
thme  carbon  copies  of  the  originals  to  your  office! 

Col.  HAiiEJsnrr.  Yes,  sir  ;  and  we  are  putt^  th&n  against  our  files. 
Of  course,  where  we  find  thi*  the  carbon  copy  from  The  Adjutant 
General's  Office  matches  up  with  our  original  and  we  have  no  par- 
ticular use  for  the  carbon,  although  I  understand  they  are  atilL  imp- 
ing them,  where  we  find  tibat  tiliere  is  a  carbon  which  does  not  xmiim 
up  with  any  origin&l,  tiien  they  are  making  up  a  new  cMe  of  that, 
because  it  is  just  as  much  of  an  original  as  any  applicirfiofla  tliat  we 
would  have,  and  we  have  found  in  a  few  iratanees  not  osdy  the 
original,  but  the  duplicate  and  the  triplicate  bound  together  in  these, 
and  that  is  why  I  said  yesterday  that  I  presumed  that  the  company 
commander,  or  some  other  officer,  held  these  together  not  kno^dag 
Avhat  to  do  with  them  until  they  finally  got  orders  to  send  them  in 
to  The  Adjutant  General,  and  not  having  received^  perhaps,  the 
previous  order  telling  them  what  to  do  with  tihe  onginal  .they  all 
went  in  bound  together,  so  that  we  have  found  those  duplicateawMdli 
did  not  in  some  instances  match  up  with  our  originals,  and  wMch, 
I  think,  are  responsible  in  a  large  measure  for  these  2,025.  Some, 
however,  we  have  received  from  checkage  in  which  there  was,  no 
application  whatsoever.  ^  ' 

As  to  those  abstracts  of  payments  I  find  that  some  officer  in  the 
Army  was  chai'ged  with  sending  them  to  the  War  Risk  Bureau,  and 
I  imagine  it  was  the  financial  officer;  an  abstract  of  deductions  from 
pay  that  had  anything  to  do  with  the  AVar  Risk  Bureau,  his  allot- 
ments and  insurance,  those  were  sent  to  the  bureau— that  is,  a  dupli- 
cate copv  was  sent,  a  carbon  copy.  They  were  not  initialed,  however, 
or  signed ;  practically  they  were  not,  as  they  say  in  the  Army,  ac- 
complisiied;  so  that  while  they  gave  us  information,  The  Adjutant 
General  or  the  War  Department  will  not  stand  behind  those  par- 
ticular records,  and  we  have  them  and  make  searches  for  them  to  find 
out  the  individual  soldier's  record  for  our  own  information,  and  to 
assist  them  in  locating  the  cases- in  their  records  more  speedily,  but 
we  can  not  take  them  as  official  records  from  the  War  Department, 
because  they  had  not  when  received  by  us  been  accomplished. 

The  Chairman.  You  would  not  accept  them  as  conclusive  evidence 
in  the  absence  of  any  other  evidence? 

-  Col.  Haulett.  Yes ;  that  is,  we  started  to  do  that,  particularly 
on  the  allotments,  because  that  came  up  first,  and  the  reason  I  did 
not  know  about  this  was  because  they  had  been  giving  allowances 
to  the  Allotment  Division  and  were  in  their  files  there  and  were 
being  worked  upon  in  that  division,  and  I  had  not  seen  them,  al- 
though I  found  that  one  of  my  secticms  had  always  referred  to  them 
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and  had  been  doing  it  before  I  took  it  over.   It  was  one  of  those 
small  details  that  had  escaped  my  notice.  i  . 

Mr.  MooKE.  The  evidence  was  there  en  bloc,  instead  of  bemg 
necessary  to  be  called  for  in  each  individual  case? 

Col.  Hallett.  Yes.  The  War  Department  would  not  stand  be- 
hind the  information  that  was  on  those  abstracts  as  conclusive  be- 
cause it  was  found  that  while  they  were  correct  at  the  time  they 
Avere  sent  in,  perhaps,  provided  the  clerical  work  had  been  done 
correctly,  tliey  were  sent  in  at  the  time  before  the  clerical  errors 
had  been  checked  up,  and  there  were  many  things  that  came  in  • 
that  changed  the  status  of  the  individual  soldier  which  The  Adju- 
tant General  or  the  War  Department  would  have  notice  of,  but 
which  we  would  not  have  notice  of  from  these  abstracts. 

Mr.  MooiiE.  The  evidence  on  these  lists  you  checked  up  in  indi- 
vidual cases? 

Col.  Hallett.  And  refer  that  information  from  time  to  time  to 
The  Adjutant  General's  Office  and  his  assistants  in  more  speedily 
finding  the  things  but  we  could  not  take  it  as  definite  information 
without  going  to  The  Adjutant  General  and  having  it  authenticated. 

Mr.  Carter.  He  said  something  about  Exhibit  B.  He  was  going 
to  say  something  about  the  ikbstraet  that  was  presented  to  you  by  the 
chairman  yesterday. 

Col.  Hallett.  That  is  the  abstract  that  I  have  been  talldiig  about. 
The  other  was  an  application  blank  that  was  put  in. 

Mr.  Andrews.  I  have  the  letter  of  the  director  under  date  of  June 
13,  covering  the  statistical  side  of  this  question  in  a  way  in  which 
the  bureau  would  have  a  showing  from  record  over  the  signature  of 
the  officer  at  the  head  of  the  bureau.  That  gives  us  the  niunber  of 
applications  made,  volumes  of  insurance,  and  so  forth,  and  with  that 
letter  in  our  files  it  occurs  to  me  it  gives  us  a  basis  on  which  we  could 
de^  with  these  matters  after  taking  into  account  the  inability  to 

a note  from  memory  a  number  of  those  figures  which  might  be  in- 
efinite  as  we  found  yesterday  and  always  will  find.  A  large  part 
of  our  time  yest^day  was  taken  up  with  matters  that  do  not  apply 
to  the  bureau  as  a  matter  of  responsibility,  and  I  think  it  is  impor- 
tant imd  fair  to  the  bureau  for  our  record  to  show  the  line  where  the 
bureau  should  be  held  responsible  for  what  belongs  to  it  and  we 
should  not  seek  to  load  upon  the  bureau  something  that  belongs  to 
tiie  War  Department.  To  illustrate:  That  abstract  to  which  refer* 
enoe  was  made  yesterday  was  not  your  abstract;  it  does  not  belong 
to  your  records  and  is  a  pajrt  of  yoior  affairs.  Y<m  ace  not  re- 
sponsible for  it  in  aaay  way. 

The  Chairman.  It  does  belong  to  his  records.  I  want  it  to  appear 
in  tibe  record  ^t  I  say  it  does  belong  to  the  records  of  war  risk 
bureau. 

Mr.  Ain»asws.  And  I  want  it  to  appear  in  the  record  that  I  say  it 
does  not  regularly  bdbng  there.  It  belongs  to  tiw  War  Department ; 
it  is  a  War  Department  matter.   The  bmem  can  not  be  held  re- 

Sponsible,  for  records  of  the  War  Department  and  work  of  the  War 
epartoi^  Until  tli^y  sli^  have  gone  to  Sml  record  through  the 
settlment  of  accounts  from  the  War  Department*  to  the  Auditor  for  ^ 
the  War  Department  and  deposit  of  the  money.  Now,  the  bimiau 
las  gone  to  the  War  Department  and  d^e  a  ^Ege  amount  of  work  - 
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that  the  War  Department  ought  to  have  done,  and  right  there  is  a 
division  line  which  I  think  we  ought  to  draw  and  which  I  will  insist 
upmi  drawing  as  a  matter  of  fairness  to  the  bureau  and  accuracy  of 

Th©  CoASXMASi.  Let  me  ask  vou  right  there.  The  question  Avas 
brought  up  here  as  to  the  abstract  marked  "  Exhibit  B."  In  the 
course  of  established  custom  was  not  that  abstract  sent  to  the  Bureau 

of  War  Risk  insurance  ?  ^    .  ,   ,  .  ,  ^  . 

Col.  Hallbtt.  Yes.  If  I  can  draw  an  analogy,  I  think  that  abstract 
was  a  great  deal  like  your  litOe  slip  you  make  out  in  a  bank  every 
time  you  make  a  deposit. 

The  CHAHOfAiT.  Exactly.  . 

Col.  Mallbft.  That  is,  it  was  made  oet  by  the  War  Department  to 

give  us  information. 

Mr.  An DBEws.  Simplj'  an  advance  notice  to  you  i 

Col.  Hamjett.  Practically  an  advance  notice.  It  was  a  notice  to 
us  that  such  and  such  payments  had  been  checked  by  them  and  that 
all  things  being  equal  and  that  being  a  proper  coripect  statement 
that  th^  were  ^argeable  to  us  for  that  aBiount. 

Mr.  dARTER.  Does  it  go  into  your  file? 

Col.  Hallett.  We  keep  those  for  inlormalaon  for  such  use  as  we 

could  put  them  to.  .      .  j.    .    j.  xu- 

m-  Andrews.  I  would  like  to  caU  attention  to  the  fact  at  this 
point  while  that  is  helpful  advance  notice  it  is  not  legal  information 
and  is  not  a  part  of  your  records  except  as  a  matter  of  inf<»ina^n 
given  to  vou  bv  the  War  Department.  The  offidal  record  COBfteB  to 
vou  froni  the  War  Department  through  the  Auditor  for  War 
Department,  and  through  the  Division  of  Bookkeei^  and  Wm^ 
rants,  and  when  thev  get  that  record  as  a  basis  of  charge  and  the 
Auditor  for  the  War  Department  reviews  that  pay  roll  and  attdite 
the  deposit  account,  vou  have  got  an  official  i^atment  and  you  domt 
get  it  until  vou  do.   You  can  not  get  it  until  that  is  done. 

The  Chairman.  We  did  not  ask  vou  yesterday,  Col.  Hallett,  about 
the  salaries.  Do  you  call  it  a  section  that  you  are  in  charge  of  or  a 

division?  -,.  .  .       ^i.        j-    i  Tk:_j 

Col.  Haixett.  I  am  in  charge  of  two  divisions,  the  Medical  invi- 

sion  and  the  Compensation  and  Claims  Division. 

The  Chairman.  You  said  yesterday  that  there  were  approxi- 

matelv  l.TOO  employees? 

Col".  Hali.ett.  Yes,  sir.  .  ,    .  ^  i     i  • 

The  Chairman.  Can  vou  give  us  approximately  the  total  salan^ 

of  those  1,700?   I  should  have  mentioned  it  yesterday  so  you  could 

have  been  prepared  for  it,  but  I  was  wondering  if  you  could  give  it 

oflfhand?  i 
Col.  Haixsttt.  No;  I  can  not.    I  think  the  average  salary  is 

240. 

The  Chairman.  What  is  your  salary  ? 
Col.  Hallett.  Five  thousand  dollars. 

Mr  MooRE.  With  reference  to  the  question  you  have  ]ust  put;  is 
there  any  effort  to  equalize  the  salaries  of  employees  there  so  as  to 
prevent  discrimination  ?  ,  , 

Col.  Hallett.  Yes.  It  is  a  very,  very  difficult  proposition,  be- 
oiiise  of  the  speed  with  which  the  organization  was  built  up,  and 
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there  were  a  great  many  instances  of  lack  of  equalizatiwi  tibere. 
There  are  people  that  are  doing  the  work  and  are  drawing,  per^ 
haps,  higher  salaries  than  others,  and  the  former  we  try  to  MO"^® 
into  jobs  that  are  commensurate  with  those  salaries  or  get  rid  of 
them  as  far  as  we  can. 

:Mr.  Mt»oKK.  That  is  a  matter  that  bears  upon  the  morale  of  the 
force  and  the  etticieiuy  of  the  work^ 

Col.  Hallett.  Yes,  sir. 

Mr.  Moore.  I  have  only  asked  the  question  because  of  the  com- 
ments I  liave  heard  with  reference  to  inequalities  that  are  assumed 
to  exist. 

Col.  Hallktt.  There  were  inequalities  there,  and  it  is  one  ot  our 
biggest  problems  to  try  to  get  those  inequalities  straightened  out,- 
and  the  director  recent Iv  borrowed  from  the  War  Department  Co\. 
Wainer,  who  made  a  great  success  on  the  other  side  with  reference 
to  handling  the  personnel  for  the  purpose  of  trying  to  see  if  that 
p^i9onnel  end  of  it  could  not  be  handled  much  more  efficiently  and 
those  inequahties  ironed  out.  We  are  at  work  on  it  l)ocause  it  hurts 
the  morale,  and  anything  that  hurts  the  morale  hurts  the  work. 

Mr.  GARiAND.  They  are  all  on  aimual  salary,  instead  of  per  diem? 

Col.  Haujitt.  Yes,  sir.  I  have  a  few  people  who  are  working  in 
the  evenmg  on  the  files  straightening  up  the  work  and  getting  cases 
back  to  the  files,  of  which  that  would  not  be  true.  They  are  contract 
workers  at  so  much  per  hour. 

Mr.  Garland.  Are  any  of  them  making  less  than  $3  a  day ;  salary, 
of  course,  coimts  the  same  way. 

Col.  Uaujbst.  Yefi,  sir;  I  think  some  of  Hb/b  aiesseagers  are  draw- 
ing $900  a  year,  not  counting  the  bonus. 

Mr.  Gaii^d.  The  Nolan  bill  will  raise  them. 

Mr.  C&serm.  Can  you  tell  oifliand,  CoIobbI,  what  percentage  of 
your  force  now  is  under  the  civil  service? 

Col.  BiJoimr.  From  the  last  figures  that  I  saw,  the  last  estimate 
I  have,  it  is  aproximately  somewtere  around  80  per  cent ;  temporary 
tvpists  aJEid  stenographs  who  have  not  takm  civil  service,  unless 
they  did  October  15,  for  they  have  k^  advaaeing  the  date  that  thej 
have  to  be  dropped  from  rolls. 

Mr.  GamiAno.  Would  yon  be  able  to  gi^  a  sofficient  fcwce? 

Col.  HAuarrr.  I  think  we  can  persuade  practically  every  one  we 
have  there  to  take  the  civil  service  to  get  the  foitse  soffioirait  to  handle 
the  work. 

Mr.  GARiiAND.  The  civil  service  under  these  ccmditions  is  noncom- 
petitive, is  it  not? 
Col.  Haij:j!tt.  No,  sir. 

Mr.  Garland.  It  used  to  be  with  persons  in  tiie  service. 

Col.  Hallett.  I  .had  these  200  examiners  and  the  reviewers  that 
had  been  there,  some  of  them  two  years,  and  they  were  all  put  under 
an  examination  this  last  week,  and  it  was  an  open,  competitive  exami- 
nation, and  about  as  stiff  a  bar  examination  as  I  have  ever  seen, 

Mr.  Garland,  That  did  not  use  to  be  the  case. 

Mr.  Andreavs.  Were  not  a  considerable  number  of  these  people  in 
tlie  early  stages,  when  you  were  obliged  to  put  on  a  large  number 
quickly,  taken  from  examinations  that  were  not  competitive,  and  the 
commission  is  now  in  process  of  furnishing  competitive  certifica- 
tions to  make  permanent  appointments  ? 
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Col.  Hallett.  I  really  can  not  answer  that.  I  know  they  came 
in  and  were  given  civil  service  or  were  allowed  to  come  in  without 
a  preliminary  examination  by  the  civil  service,  but  later  were 
awarded  civil  service  without  any  examination  whatever. 

Mr.  Andbews.  Suppose  you  wanted  5,000  or  10,000  people,  and 
they  did  not  have  the  required  eligibles  to  make  the  certifications, 
it  was  necessary  to  waive  some  of  the  special  requirements  of  the 
service,  which  i  understand  was  done  to  meet  the  exigency. 

Col.  Hai£bit.  I  am  cwly  talking  from  the  history  that  I  have 

heard.  '  ^ 

Mr.  Andrews.  I  have  been  in  touch  with  it  enough  to  fix  that  idea 
in  my  mind  that  it  was  done,  and  I  do  not  see  how  it  could  have 
been  dtme  otherwise.  It  was  a  matter  of  absolute  necessity,  but  smce 
this  pressure  has  disappeared  I  understand  the  commission  is  going 
on  to  furnish  an  eligible  list  of  sufllei^it  magnitude  to  certify  to 
these  places  with  permanent  salaries. 

Mr.  Caktek.  You  had  nolliusig  to  do  with  the  organiasation  of  the 
bureau  at  the  beginning? 

Col.  BLaijuett.  No. 

Mr.  Oakcbk.  You  were  at  that  time  not  connected  with  the  bureau ; 
you  were  overseas,  wera  ym  aett 
Col.  Haulvst.  Yes,  sir.  .  ,     .  . 

Mr.  CAKraiR.  So,  any  testimony  Uiat  you  might  give  with  reference 

to  it  would  be  hearsay  t 

CoL  HAMarrr.  Purely  hearsay.     .      ,    ,       ,         ■  v 

The  Chairman.  If  there  is  nothing  further  along  this  line,  we 

will  take  up  the  particukr  case  that  we  have  under  consider  at  ion. 

We  want  to  ask  particularly  about  the  case  of  Pvt.  Howard  BoUms 

Spaulding,  Company  B,  Fifty-eighth  United  States  Iniantry,  serial 

No.  560090. 

Col.  HAUJirrT.  I  have  the  file  here  of  thai  case. 

The  Chaihman.  I  will  a<*  GoL  Hailelt  to  pve  a  bnef  review  of 

Col.  Hallett.  I  recdved  a  notice  from  Mbs.  Clara  E.  Spaulding 
that  her  son,  Howard  Rollins  Spaulding — - 

Mr.  Garland.  From  where  did  this  comei  •  • 

Col  Hallett.  Lyndonville,  Vt.  As  she  wrote  it,  we  got  it  origi- 
nally Nollins  instead  of  Rollms.  That  was  received  on  December 
21  1918.  A  letter  was  written  here  December  28,  ackn<mledging 
it  'and  asking  for  whatever  information  she  could  give  and  ^nding 
her  a  form  which  was  filled  out  stating  she  did  mA  know  the  cer- 
tificate of  insurance  number,  her  relationship,  and  whether  it  was 
a  question  of  dependency.  She  answered  the  question  as  to  whether 
she  was  dependent  for  support  upon  the  decOTsed,  l*o,  and 
whether  the  father  was  dependent,  "  No."  As  to  whether  thioe  were 

any  burial  expenses, "  No."  .  ,   .  .  .       ^.  i  js^ 

As  the  result  of  the  receipt  of  that  mf ormation,  any  daam  f or 
compensation  by  reason  of  dependency  was  disaUowed,  becarae  thwo 
was  nobody  within  the  permitted  class  to  draw  compensation,  in 
the  meantime  an  attempt  was  made  to  secure  an  application  f«Hn 
the  msurance  department,  and  at  the  same  time  an  inquiry^  ™  J?* 
to  The  Adjutant  General  for  information  concerning  tarn  wlucH 
came  back,  Howard  Spaulding,  without  any  middle  imtaal,  Army 
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serial  No.  560090,  which  tied  in  with  the  inquiry  we  had.  We  re- 
ceived it  January  18,  1919,  stating  that  he  had  died  wife  broncAiial 
pneumonia,  that  the  emergency  address  was  Mrs.  Clarice  Spaulding, 
and  we  had  written  to  her  as  Mrs.  Clarice  Spaulding,  and  she  wrote 
to  us  and  told  us  that  her  name  was  Clara,  and  that  her  son's  nama 
was  not  Nollins  but  Rollins.  That  was  on  January  18,  1919.  On 
February  4  we  received  a  statement  from  the  insurance  division  that 
there  was  no  record.  February  6  we  received  another  letter  from 
her  stating  that  she  had  various  statements  from  her  son  to  the  effect 
that  he  had  taken  out  insurance  and  had  written  asking  whether  she 
had  received  the  certificate,  and  when  he  found  out  she  had  not  he 
had  said  he  would  take  it  up  with  his  commander  to  find  out  why 

not.  .  1   1.  o 

Mr.  Moore.  Did  she  send  his  letter  along  with  that? 

Col.  Hallett.  No,  sir ;  she  did  not.  Apparently  after  the  receipt 
of  that  letter  another  requisition  was  made  on  the  insurance  division, 
and  a  no-record  statement  was  received  from  them  on  February  12 

The  Chairman.  Where  does  that  no-record  statement  come  from  ? 

Col.  Hallett.  That  comes  from  the  files  section  of  the  insurance 
division;  the  application  files  section.  There  are  several  lettere 
here,  Mardi  and  February,  which  only  report  progress  or  lack  of 

progress.  .      ,   j  , 

Mr.  Garland.  Is  there  no  record  where  the  premium  had  been 

taken  out  of  his  pay?  . 

Col.  HAuarrr.  At  that  particular  time,  his  being  an  American 
Expeditionary  Forces  case,  it  was  almost  impossible  to  get  any  record 
<m  ms  premium  checkages  from  this  side  of  the  water,  as  they  had 
no  record  at  that  time,  and  we  could  not  tie  that  in. 

Mr.  GabiiAMD.  Was  tiiere  a  re^lar  pay  roll  kept  all  the  time? 
They  were  supposed  to  receive  their  money  monthly. 

The  Chahocan.  I  think  that  will  come  out  as  we  come  to  it. 

Mr.  Andrews.  The  pay  roll  proposition  would  come  through  the 
War  Department,  would  it  not? 

Col.  Haixbtt.  Yes,  sir. 

Mr.  Andrews.  And  you  would  necessarily  have  to  get  that  m- 
fofmation  from  the  records  of  the  War  D^^wctment  so  far  as  pay 
was  concerned? 

Col.  Hauubtt.  Yes,  sir. 

Mr.  Andbews.  You  could  not  get  it  in  any  other  way? 

Mr.  Carter.  Would  you  not  have  to  get  all  your  official  informa- 
tion with  reference  to  it  from  the  War  Departmoit? 

Col.  Hmjstt.  Yes,  sir.  ... 

Ifo.  Akdbews.  There  is  the  point  we  want  to  emphasize  in  con- 
neeticn  with  it.  I  think  we  will  save  time  if  we  keep  clear  the  official 
duties  and  responnbililies  «f  each,  the  Wav  Departmimt  and  the 
bureau. 

Mr.  Gauakd.  There  is  a  reocHrd  of  the  fact  of  jpaying  iha  man  the 
money.  That  is  aU  thMe  is  to  it,  whether  he  received  it  or  not;  that 

woxda  be  the  point 

Mr.  AxaxBXWB.  Thai  comes  through  the  War  Department. 

Mr.  Gaslahd.  Ton  mi^t  state  lorough  the  other  offices  that  he 
sbonld  be  paid  so  anu^/but  tiie  laet  is  wfafft  did  ho  gel  and  what 
was  kept  ontf 


as 


Mr.  Andbbws.  That  is  on  the  official  piay  roll.  ^  ^       ,  ^ 
CoL  Haluptt.  On  March  25,  1919,  we  received  from  her  an  affi- 
davit by  Pvt.  Ernest  B.  Kittredge,  of  the  Fifty^sighth  Infantry, 
that  in  his  presence  st  Camp  Greene  the  above-named  Howard 
Spaulding  made  application  for  $10,000  Gov^miaent  mmrance. 
Mr.  CAimsB.  Who  was  that  fxomt 

Col.  Halubxt.  That  was  sent  to  us  by  the  mother  and  was  mM  by 
Pvt.  Ernest  E.  Kittredge,  of  Company       ^  ^  . ,     ^  u 

Mr.  Cari  ER.  If  you  gave  the  substance  of  that,  we  wowid  not  nave 

to  mark  it  as  an  exhibit.  '  ^         x         xi.       u  i  * 

COL  Hatj.ktt.  It  was  just  a  short  affidavit  stating  that  while  at 
Camp  (ireene  in  the  affiant's  presence  the  above-named  Howard  K. 
Spaiil(lin<r  made  application  for  $10,000  Government  msuranee. 
There  wa'^^  also  received  a  similar  affidavit,  worded  in  the  same  way, 
sworn  by  Ernest  O.  La  Bounty,  private  Company  C,  Fifty-eighth 

Infantrv.  ^.         j  a 

ISIr.  (TAra.AXD.  Where  Avas  this  application  madel 

Col.  Hallett.  Camp  Greene. 

Mr.  Gvklaxd.  The  Army  records  show  that? 

Col.  Hatxett.  No,  sir.  This  is  evidence  of  two  of  his  companions. 
At  the  time  those  were  received,  on  the  chance  that  more  applica- 
tions had  come  in.  as  a  g:reat  manv  of  them  were  delayed,  contmual 
search  was  made  in  our  files.  On  May  21  the  auditor  was  requested 
for  information  concerning  the  checking  of  this  man's  accounts. 

Mr  Moore.  Does  not  that  affidavit  of  ]Mr.  La  Bounty  simply  show 
tliat  he  was  informed  bv  the  deceased  that  he  had  taken  out  insur- 
ance? I  understood  vou  to  say  that  the  first  affidavit  was  from  some- 
bodv  who  claims  that  he  had  more  direct  knowledge  of  the  fact. 

CoL  Hallett.  Xo.  sir;  this  says  here:  "1  do  hereby  certify  and 
declare  that  I  am  personallv  accjuainted  with  Howard  R.  Spaulding, 
and  I  further  certif v  and  declare  that  while  at  Camp  (n-eene  and  in 
my  presence  the  above-named  Howard  R.  Spaulding  made  applica- 
tion for  a  $10,000  Government  insurance  policy." 

Mr.  Moore.  I  was  looking  at  what  purports  to  be  a  copy  ot  the 
«wom  statement  of  Ernest  O.  La  Bounty,  May  22.  1919,  in  which  it 
appears  that  La  Bounty  inquired  of  Spaulding  as  to  whether  he  had 
taken  out  insurance,  and  his  reply  was  in  the  affirmative  and  in 
which  he  also  refers  to  some  correspondence  betwen  bpauiding  and 
Spaulding's  sister. 

-   The  Chahsmax.  You  have  something  else  there.  Mr.  Moore. 

Mr.  MooRE.  This  was  handed  me  by  ^Ir.  Barrett.  T  saw  that 
affidavit  and  then  I  saw  this  additional  affidavit  in  his  file. 
.  The  Chaikmak.  We  will  have  Mr.  La  Bounty  on  the  stand  hiter. 
'CoL  Hallett,  have  some  of  these  applications  been  hehl  by  the  com- 
pany officers  where  they  were  mad«  imtil  demobiliawition  and  then 
sent  in  afterwards?  . 

OoL  HiUiBrr-  It  is  presumed  from  our  finding  them  in  these 
Adjutant  General's  files  that  probably  has  been  done.  \A  e  do  not 
know  who  has  held  them  or  how  they  have  been  held  but  how  they 
come  to  us.  We  know  that  they  come  to  us  very  late. 

The  Chaibmak.  Perhaps  I  assumed  a  little  too  much  m  that  que§- 
tmn.  Tha*  was  my  rawtaraNMiteig  tfeat  tlicgr  imm  held^  sepaewhere 
and  sent  in. 
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Col.  Hallett.  That  is  the  reason  why  none  of  these  cases  are 
definitely  disallowed  because  of  the  fact  that  we  never  can  say  that 
evidence  is  not  in  existence  and  we  do  not  want  to  prejudice  any- 
body's case  by  making  such  a  disallowance  if  such  a  disallowance 
would  prejudice  it  when  we  know^  that  perhaps  that  evidence  has 
not  come  in. 

On  July  8  we  received  an  indorsement  which  went  through  in  reply 
to  a  letter  to  the  commanding  officer,  headquarters  company.  Fifty- 
eighth  Infantry,  to  which  Spaulding  was  at  that  time  attached, 
asking  about  his  insurance.  Perhaps  you  would  like  to  have  me  read 
tiiis  as  it  mfty  be  important* 

We  have  infonuation  before  us  that  Pvt.  Spaiildinjr,  formerly  a  member 
of  your  command  who  died  November  27,  1918.  applied  for  rontrjM  t  insnranre 
for\aii  amount  of  ,$1(>,(MM»  while  stationed  at  Camp  Greene,  Charlotte.  N.  C, 
He  was  then  a  member  of  Company  D,  Fifty-ei^bth  United  States  Infantry. 
Application  was  \vitnessed  by  Lieut.  Sherrald  of  that  company. 

That  appeared  in  some  one  of  Mrs.  Spaulding^s  letters. 

Some  tinie  after  that  he  was  transferred  to  the  Headquarters  Company. 
Fifty-eighth  Infantry,  and  was  a  member  of  tliat  company  at  the  time  of  his 
death.  W'lU  you  pUnise  advise  ns  whether  your  recoixls  show  anything  in  regard 
to- this  aiii»li<-ati(tn  or  wliether  the  application  is  on  file  with  your  command? 

The  j&rst  indorseuieut  on  this  was: 

Headquarters  Company,  Fifty-eighth  Infantry,  American  Expeditionary 
Forces,  and  dated  June  13.  1919,  Fifty-elgUth  Infantry,  American  Expeditionary 
J'orces.  Germany,  forwarded. 

1.  Tlais  organization  has  no  record  pertaining  to  war-risk  insurance,  of 
Pvt.  Spaulding.  If  there  are  any  reeards  In  yonr  office,  request  ttat  they  be 
forwa^ed  to  the  compensatlw  and  insurance  claims  division.  Treasury  De- 
partment, Washington,  D.  O.  Signed,  Mack.M.  Lyn^  ^a^tain,  Fifty-^ghth 
;Infantry. 

Second  indorsement,  statistical  section.  Fifty-eighth  Infantry,  American  Ex- 
peditionary Forces.  Germany,  June  16.  1919,  to  the  Director  of  Compensation 
and  Insarance  Claims.  Division,  Treasury  Department,  Washington,  returned. 

1.  All  duplicate  applications  for  allotment  and  insurance  were  disposed  of  as 
contemplated  under  Bulletin  No.  99,  General  Headquarters  American  £xpedi- 
ticmary  Forces,  1918. 

That,  I  believe,  although  I  haA'^  never  seen  that  buUetin,  ordered 
them  returned  back  thro^^  Greneral  Headquarters. 

2.  No  deductions  have  be«i  made  from  soldier's  pay  on  account  at  war-ri* 
insurance  whUe  a  member  of  the  Fifty-rfghtli  Infantry.  Signed,  Joe  T.  Jftdc- 
son,  captain,  Fifty-^ghth  InfaDtry,  p^smnel  adjutant 

I  should  say  here  that  there  is  another  statement  of  Ernest  O. 
La  Bounty  which  I  think  is  the  statement  Mr.  Moore  was  lodkin^ 
at.  I  had  not  noticed  it  was  in  he*e,  and  a  statement  by  E.  E, 
Kittredge,  of  May  17.  La  Bounty's  is  May  22,  and  La  Bounty  states 
that  he  had  asked  Spaulding,  or  that  Spaulding  asked  him,  while  at 
Camp  Greene  what  he,  La  Bounty,  did  with  the  insurance,  and  said 
he  had  taken  out  his  insurance  that  evening,  and  La  Bounty  re- 
plied that  he  had  taken  out  his  the  morning  of  the  same  day. 

Mr.  ilooRE.  La  Bounty^s  previous  affidavit  of  March,  1918,  is  to 
the  effect,  is  it  not,  that  he  saw  the  transaction? 

Col.  Hallett.  In  his  presence;  yes,  sir. 

Mr.  Garland,  I  do  not  think  that  would  amount  to  so  much. 
Mr.  MooRE.  I  am  not  undertaking  to  discredit  him  in  any  way,  but 
only  calling  attention  to  the  fact  as  we  go  along. 
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Mr.  Begg.  Even  this  does  not  say  that  he  did  not  see  it,  but  asked 
him  what  he  thought  of  the  insurance,  in  the  evening. 

The  Chairman.  We  will  have  Mr.  La  Bounty  on  the  stand. 

Mr.  MooKE.  Do  not  assume  that  I  am  trying  to  discredit  him  in 
any  way,  only  calling  attention  to  the  facts  as  we  go  along. 

Col.  HALUrrr.  I  think  I  might  say  that  we  do  not  particularly  pay 
much  attenti<m  to  these  things  in  the  bureau,  and  they  do  not  mean 
much  to  us  unless  there  was  absolute  evidence  of  fraud,  and  w© 
realize  how  these  are  made  up. 

The  ^temoit  of  Kittredge  states  that  Howard  bpaulding  and 
he  were  together  when  they  took  out  insurance,  and  he  positively 
knows  that  Howard  Spaulding  took  out  insurance,  that  they  were  in- 
sured by  First  UeaL  Sherrald,  of  Company  D,  Fifty-eighth  In- 
fantry, and  payments  were  to  be  made  to  ('apt.  Spessard,  of  Com- 
pany D.  "  I  think  the  payments  of  $6.90  per  month  were  taken  put 
of  Spaulding's  pay;  he  drew  $23.10  per  month." 

Mr.  Garlahd.  What  would  be  his  premium  on  $10,000 1 

GoL  Haixett.  Somewhere  around  there.  I  have  not  the  rate  card ; 
approximately  that.  If  it  was  $6.30,  that  would  mean  $10,000  with 

his  age.  .-^  111 

There  is  an  affidavit  from  Charles  D.  Stevens,  town  clerk  and 
treasurer  of  the  town  of  Lyndon,  with  reference  to  extracts  of  letters 
which  he  had  read  that  day  and  which  state  variously—"  I  took  out 
$10,000  insurance,  Saturday,  April  6,  in  favor  of  you." 

The  Chairman.  Should  it  appear  there  that  this  is  his  statement 
&at  he  is  making  to  his  mother,  as  jou  read  it  ? 
Col.  HAOiBrr.  1  do  not  know  but  it  is.  It  does  not  state.  1  hey  are 

now  in  possession  of  the  parents.  „  ^. ,  ,  ^ 

In  a  later  letter  of  May  6,  Camp  Mills,  he  asks,  "  Did  you  get  that 
certificate  from  the  Government  to  show  for  that  insurance  ? 

Letter  from  overaeas  at  Folke^ne.  June  8,  says :  "  Let  me  know 
about  tiiat  insurance  if  you  have  received  the  certificate." 

Letter  dated  June  30  says,  "  It  is  funny  you  don't  hear  aaim  way 
about  that  insurance.  I  will  have  to  speak  about  it,  I  guess. 

Mr.  Gaeland.  Who  was  writing  these  letters? 

Col.  Hamjbtt.  Spaulding.  Another  letter  of  July  18  fr^  France 
Sa^:  "  Did  you  receive  my  aplication  blank  i" 

These  were  written,  as  he  says,  to  the  parents. 

Mr.  Vaio!.  These  are  extracts  from  letters  in  possession  of  the  par- 
ents that  you  are  reading?  «. ,        ^  a* 

Col.  Haujitt.  I  was  readmg  from  an  affidavit  of  Mr.  Stevens. 

I  have  here  a  transcript  of  payments  received  from  the  chief  of 
the  foreign -service  division,  with  reference  to  the  Spaulding  pay 
account  while  on  the  other  side,  which  i^ws  that  Houston  voucher 
998,  Mav  1  to  31, 1918,  he  received  $82.10;  left  United  States  May  10, 
1918.  Houston  is  the  paying  quartermaster. 

On  voucher  214,  Houston,  June  1  to  July  31,  apparently  two 
months.  1918,  $66.  Houston,  September  account,  August  1  to  31, 
1918.  $33.  Houston,  November  account,  202  voucher,  Septen^ber  1  to 
October  31,  not  paid. 

Then  there  is  the  certificate : 

I  certify  that  the  above  is  a  true  transcript  of  the  rolls  on  flle  in  this  office. 
W.  A.  Bail,  chief  foreign-service  division,  by  JRH,  705.  ' 


Mr.  Garland.  Thev  m^an  tibat  they  did  not  pay  him  aaythiiig  for 
that  particular  m<»itEf  - 
Col.  Halustt.  Yes,  sir;  for  those  two  itiontiis  he. apparently  bad 

not  been  paid.  « 
Mr.  Garland.  Did  he  receive  it  at  any  o&er  place  I  Do  you  liav« 

any  record  of  his  having  received  it  I  » 

Col.  Hallett.  I  think  that  may  develop.  m- 

Mr.  Garland.  I  thought  they  had  taken  the  whole  deduction  out 
that  month— what  they  had  not  taken  out  before. 

Col.  Hallett.  We  had  written  to  the  Auditor  for  the  War  Depart- 
ment for  information  concerning  this  man's  accounts  and  received  an 
indorsement  on  October  4.  1919,  from  the  auditor, "  returned,  indoe- 
ing  a  transcript  of  the  payments  made  to  the  above  soldier  while  in 
the  American  Expeditionary  Forces."  That  was  the  thing  I  have  just 
read. 

This  office  has  no  information  of  Insurance  applications. 

He  does  not  say  anything  about  premiums.  That  was  in  answer, 
apparently,  to  the  question:  "I  wish  you  would  please  advise  us 
whether  t^ese  premiums  were  deducted  from  his  pay  account  on  this 
insurance  or  whether  you  have  any  information  concerning  this 
application."  And  that  was  in  answer  to  the  second  part  of  the 
question.  The  payments  up  to  the  time  when  he  was  not  paid  show 
that  there  were  no  deductions  for  an^  insurance. 

Mr.  BsGG.  M^t  I  just  ask  a  question  there?  Do  these  boys  when 
thi&y  are  paid  sign  their  pay  roll? 

Col.  Hallett.  Yes,  sir. 

Mr.  Bego.  You  have  put  one  of  those  on  file. 

Col.  Hallett.  It  is  now  in  the  record. 

Mr.  Bbgo.  Do  you  know  from  your  own  experience  when  you 
signed  this  pay  roll  whether  when  you  signed  it  these  other  blanks 
were  filled  in  or  whether  the  soldier  filled  them  or  whether  he  just 
signed  his  name  and  the  officer  filled  them  in,  like  Army  serial  num- 
ber, allotment  class  A,  or  B,  war-risk  insurance.  Liberty  loan  bond, 
third,  fourth,  and  other  aUotmentsf  Were  those  filled  in  by  the 
officer  or  by  the  man  who  signed  his  pay  roll? 

Col.  Haixett.  Those  were  fiUed  in  by  the  noncommissioned,  the 
first  sergeant,  who  made  up  the  pay  roll. 

Mr.  Bego.  The  man  who  signed  the  pay  roll  had  nothing  to  do 
with  filling  it  in? 

Col.  Haxlbtt.  No,  sir. 

The  Chairman.  When  the  application  for  insurance  is  made  out, 
is  the  soldier  given  two  blanks,  one  of  which  is  an  application  for 
insurance  and  the  other  of  which  is  a  declination  if  he  does  not  want 

to  take  out  insurance? 

Col.  Hallett.  I  can  not  answer  that;  I  do  not  know.  I  have  not 
seen  the  "  nones,"  as  we  call  them.  There  are  "  nones,"  and  I  do  not 
know  whether  they  are  put  in  on  the  same  blank  or  whether  it  was  a 

separate  blank. 

The  Chairman.  I  did  not  have  that  in  mind  so  much  as  the  under- 
standing that  I  have  obtained  from  some  sources  that  every  soldier 
had  to  sign  either  an  application  for  insurance  or  a  form  m  which 
he  stated  that  he  refused  to  take  out  insurance. 
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Col.  Hallett.  That  was  so,  and  in  practically  every  camp  I  should 
say  90  per  cent  of  the  men  who  were  in  camps  signed  some  paper  with 
respect  to  insurance.  The  searchers  through  our  files  for  applica- 
tions always  include  a  thorough  search  through  what  we  call  the 
"  none  "  file,  in  order  to  make  sure  whether  or  not  the  mail  signed  for 
or  against,  if  I  may  use  that  expression. 

Mr.  Begg.  Did  a^ou  ever  find  either  kind  about  this  case  ? 

CoL  Hallett.  IVe  have  foimd  no  paper  about  this  file. 

Mr.  MooKE.  Have  vou  brought  this  case  down  to  date  ? 

Col.  Hallett.  I  liaA^e  had  a  very  strict  search,  a  new  one,  made  on 
all  The  Adjutant  (TcneraPs  records  which  have  been  turned  over  to 
our  files  on  this  case.  As  a  matter  of  fact,  they  were  working  some 
time  tliis  morning  to  find  them  on  the  A.  G.  O.  file,  the  index  files  of 
the  bureau,  and  all  the  files  that  we  have  there,  including  the  S])ald- 
ings  as  well  as  the  Spauldings,  of  which  there  are  1,018.  They  have 
all  been  gone  over,  and  we  have  been  unable  to  find  anywhere  any 
indication  of  any  application.  I  also  had  these  abstracts  gone  over 
after  I  left  here  in  order  to  find  out  whether  or  not  there  was  aay 
evidence  in  those  abstracts  of  any  deduction  or  ajiy  Botice  from  a 
particular  Spaulding,  but  could  find  none. 

The  CiiAiR3L\x.  Ijet  me  ask  you  right  there.  Have  yon  found  any 
cases  where  the  records  show  that  no  deduction  of  premiums  has 
been  made,  and  yet  it  has  appeared  afterwards  that  there  was  an 
application  for  insurance  somewhere  tliat  made  its  appearance  after* 
wards? 

Col.  Hallett.  I  do  not  know.  None  of  those  cases  have  person- 
ally come  to  my  attention.  There  was  one  case  where  the  company 
commander  took  a  man^s  application  or  re(juest  for  application  down 
in  a  notebook  and  had  no  blante  at  that  tmie  and  the  company  was 
immediately  quarantined  for  some  disease  that  had  broken  out  and 
lie  died  very  shortly  after  coming  out  of  quarantine,  I  think  going 
hy  one  pay  day  without  a  checkage.  But  we  received  the  leaf  torn 
out  of  the  company  commander's  notebook  and  called  that  an  ap- 
plication, so  that  it  does  not  come  into  your  case  really,  because  we 
really  had  an  application  although  it  was  distinctly  an  informal  ap- 
plication. 

The  Chairman-  Perhaps  I  do  not  make  my  question  clear. 

CoL  Hallett.  No  cases  have  come  to  my  personal  knowled^ 
where  there  is  both,  no  application  and  no  checkage  and  yet  the  evr- 
dence  of  insurance  is  sufficient. 

The  Chaikmak.  What  I  had  in  mind  particularlv  was  this:  A 
case  in  which  no  premiums  had  been  taken  out  and  yet  in  which 
the  application  had  been  somewhere  delayed  and  afterward  appeared. 

Col.  Hallett.  That  would  not  come  to  our  attention  at  this  par- 
ticidar  time  or  to  my  attention  particularly,  because  we  have  not 
checked  back  all  of  these  accounts.  We  have  assumed  from  the 
application  that  there  was  checkage  and  we  have  a  rule  in  the  bureau 
that  wliere  a  man  has  died  in  service  we  will  assume  that  the  War 
Department  has  done  its  part  of  the  work  in  collecting  these  pre- 
miums and  have  not  gone  to  the  trouble  of  clieckintr  back.  We  have 
found  cases  in  officers  Avhere  they  ha\e  not  made  the  deductions, 
but  that  is  entirely  se]>arate  and  distinct  because  the  method  of  han- 
dling officers'  pay  and  enlisted  men's  pay  is  entirely  diflFerent.  We 
have  found  those  in  the  officers.   With  the  men  you  would  not  find 
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them  because  we  have  assumed  as  soon  as  we  found  an  application 
if  the  man  had  died  in  the  service  his  premium  accounts  were  all 

right.  .  ,         , . .        .  ,  ^ 

The  Chaiumax.  One  mio:ht  naturally  think  a  soldier  might  say 
to  himself,  I  have  made  an  application:  if  they  do  not  take  out  my 
premiums  that  is  their  lookout,  and  take  his  money.  _ 

Col.  Hallett.  We  have  not  had  any  particular  policy  on  that. 

Mr.  Garland.  There  is  one  point  I  asked  you  that  is  not  (piite 
nmwered.  There  was  a  time  o\  er  there  when  the  officers  were  not 
payinff  them  one  or  two  months. 

Col.  Hallett.  We  have  not  received  all  ot  the  mformation  trom 
the  AVar  Department  that  it  may  be  uhimately  possible  to  <ret. 
For  instance,  they  have  not  his  service  record  as  yet.  It  mi^dit  a[)- 
pear  on  his  ser\ice  record,  and  if  it  does  appear  on  his  service  rec- 
ord we  will  take  that  evidence  even  thou^rh  it  did  not  ai)pear  tiiat 
he  was  checked  and  they  deducted  the  amount  of  the  premium  from 
the  amount  of  the  voucher,  on  the  assumption  that  it  was  not  tlie 
boy's  fault  but  it  was  the  Government's  fault,  and  yet,  at  the  same 
time,  the  checkage  ^ould  have  heea  made. 

Mr.  GarlaKD.  I  understood  vou  to  read  from  the  officer  s  report, 
nnd  at  the  latter  part  of  it,  that  he  had  not  been  paid  for  two  months 

Col.  Hallbpt.  Not  paid;  and  he  died  on  November  27,  and  I  hnd 
the  record  is  appai^ly  of  the  payments  from  September  1  to 

IN'ovember  27.  ^ 

Mr.  Gablanb.  Have  you  found  a  case  of  this  kmd  m  the  reports 
of  officers,  that  they  had  taken  out  more  than  the  deduction  and 
perhaps  make  up  for  a  month  that  they  had  not  taken  out  or  two 
months  that  they  had  net  taken  out  before? 

CoL  Hallett.  It  would  not  come  to  us. 

Mr.  Garlaito.  Two  or  three  premiums  in  one  month's  pay  ? 

Col.  Hallett.  That  would  undoubtedly  happen  because  I  know 
men  in  mv  organization  did  not  ^et  paid,  some  of  them,  for  six 
months.  They  came  to  me  and  I  thmk  I  broke  regulations  and  laws 
and  everything  else ;  I  got  them  some  money.  Those  do  not  come  to 
us,  because  there  are  so  few  where  we  have  had  to  build  up  in  out 
particular  division  from  checkages,  and  in  those  checkages  we  re- 
ceive a  statement  from  the  auditor  if  it  appeared  that  there  was 
evidence  of  payments.  We  have  made  this  case  special.^  Generally, 
if  it  appeared'^that  there  was  checkage  we  would  get  just  a  mere 
statement  that  there  was  checkage.  If  there  is  a  checkage,  we  gener- 
ally get  the  transcript  of  the  payments,  if  possible. 

Mr.  Garland.  In  December  of  last  year  I  was  in  Paris  and  met 
a  number  of  bovs  from  Pennsylvania,  the  Twenty-eighth  Division, 
from  u\\  own  home  place:  knew  them  personally.  They  were  down 
there  convalescing  from  the  hospital.  Some  of  them  had  not  reeeiTed 
pay  for  four  months  and  they  explained  it  that  their  immediate  officers, 
that  tlie  department  had  Avr'itten  them  who  ought  to  have  had  charge 
of  payments  over  there,  in  answer  to  their  incjuiry.  that  the  officer 
had  been  killed,  and  another  one  taking  his  place,  and  he  also  hav- 
ing been  killed  there  was  nobody  to  certify  to  their  accounts  in  that 
event,  and  they  had  not  received  their  money  for  that  reason. 

Col.  Hallkit.  I  think  I  sho\dd  state  that  the  abstracts  of  deduc- 
tions for  pay  pertaining  to  Company  D  and  for  headquarters  coin- 
pany  have  been  checked  for  the  montlis  of  February,  March,  April, 
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and  May,  and  that  all  during  that  period  while  they  were  in  this 
country  there  was  no  deductions  made. 

Mr.  Begg.  Have  you  ever  che-ked  up  this  company?  Are  there 
other  applications  on  file  from  this  company? 

Col.  Hallett.  No;  we  have  not,  because  we  have  not  had  the  time, 
as  a  matter  of  fact. 

Mr.  Begg.  That  is  all  rijrht.  How  do  you  keep  those  applications^ 
by  companies,  or  alphabetically  as  to  letters? 

Col.  Hallett.  I  think  the  applications  themselves  are  kept 
numerically.   I  think  the  index  is  kept  alphabetically. 

Mr.  Begg.  They  are  not  subdivided  by  companies? 

Col.  Haixett.  No;  that  is  impossible.  They  never  come  in  that 
way. 

Mr.  Begg.  How  are  your  nonapplication  blanks  kept  up  in  ttie 

War  Bisk  Bureau? 

Col.  Hallett.  That  I  do  not  know;  that  is  in  the  other  divisioil, 
at  Sixth  and  B  Streets,  and  I  am  in  the  Arlington  Building. 

The  Chatraiax.  Before  we  leave  this  other  matter^  I  want  to  have 
it  clearly  set  forth.  Is  it  the  practice,  from  your  knowledge  of  it, 
Col.  Hallett,. when  a  man  does  not  receive  his  pay,  for  instance,  for 
three  or  four  months,  to  take  out  three  or  faur  insuranoe  pfemiums 
at  one  time  when  he  does  receive  his  pay! 

Col.  Hallett,  Yes,  sir. 

^Ir.  GARiiAKD.  That  is  the  point  T  was  getting  at. 
Col.  Hallett.  Yes;  that  Avould  be  done. 

Mr.  Begg.  The  way  I  understood  the  question  was,  if  he  had  re- 
ceived pay  for  three  months  and  insurance  had  not  been  tak^  out, 
then  on  the  fourth  month  they  would  take  out  for  the  previous  m- 
surance — ^for  the  three  months  that  they  had  overpaid 

CoL  Hallett.  Only,  if  he  could  certify  that  he  had  made  the  ap- 
plication and  that  it  was  the  f^t  of  somebody  else ;  but  they  would 
not  allow  him  to  come  around  and  make  an  appUcaticm  if  it  was 
not  in  the  120-day  period  they  were  authorized. 

Mr.  MocffiE.  How  long  did  he  Mve  aftw  the  date'which  is  assigned 
to  this  supposed  application? 

GoL  HauiEtt.  He  died  November  27,  and  I  thi&k  it  Was  in  April 
he  was  supposed  to  have  taken  it  out. 

Mr.  MooRE.  He  lived  from  April  to  November  and  so  far  as  you 
obtained  information  frcMsi  the  Wttr  IhpsaetmesA  them  were  no  de- 
ductions during  thai  period.  That  is  ccNrrect,  is  it  I 

CoL  Hauuett,  Yes,  sir, 

Mr«  MooitB.  Have  you  ascertained  wh^her  the^  have  the  iniy 
rolls  on  file  in  the  War  Department  that  ^ow  ms  signature  for 
payments  made  to  him  during  that  {period ! 

CoL  HAiiLirrT.  I  have  not;  no,  sir.  These  vouchers  that  they 
spoke  of  here,  as  I  understand  .it,  are  on  the  original  pay  rolls  on 
which  he  was  paid  and  on  which  ,  is  his  signature.  Those  were  in 
France  at  the  tmie  we  got  this  informati<Hi. 

Mr.  MooRE.  Those  pay  rolls  are  supposed  to  be  in  the  War  De- 
partment now,  are  thejy? 

CoL  HAiurrr.  I  thmk  they  are,  but  whether  they  are  available 
I  do  not  know. 

Mr.  MoratE.  These  abstracts  are  supposed  to  be  taken  from  those 
pay  rolls? 
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:  Col.  Hallett.  Yes,  sir.  >  ^  -  <  .  .i 

Mr.  Moore.  Have  you  ascertained  whrther  Mr.  Spaulding  re^. 
mained  identified  with  the  same  company  during,  the  ^^re  period 

from  April  to  Xoyember?  .  '  -  - 

Col.  Hallett.  He  was  transferred,  I  think,  from  Company  D  to 

the  headquarters  company,  and  both  of  those  have  been  searehed. 
Mr.  M(X)RE.  Can  you  recall  when  that  transfer  was  made? 
Col.  Hallett.  No,  sir ;  I  do  not  remember. 

Mr.  MooKE.  Then,  it  Avould  seem  that  there  were  differ^  eftoers 
dealing  with  him  during  that  period. 
CoL  Hallett.  Yes,  sir. 

Mr.  Mo<^RE.  If  there  was  any  fraud  committed  during  that  period, 
it  would  seem  that  it  was  a  double  fraud  by  two  officers  or  two  sets 
of  officers;  that  is  a  fair  deduction,  is  it  not? 

Col.  Hallett.  Yes,  sir. 

Mr.  Moore.  Now,  do  you  think  of  any  other  evidence  that  you 
can  get  in  this  case  in  addition  to  that  which  you  have  obtained  and 
detailed  to  us  here  ? 

Col.  Hallett.  The  service  record  of  this  man  which  may  be  avail* 
able,  Ave  hope,  before  very  lonjr.  but  we  do  not  know  just  when. 

Mr.  MooKE.  What  would  that  service  record  possibly  show  that 
you  have  not  already  obtained  as  part  of  the  facts  in  the  case? 

Col.  Hallett.  It  might  have  a  notation  on  it,  $10,000  war-risk 
insurance. 

Mr.  Moore.  That  would  be  taken  as  conclusive,  would  it,  whether 
deductions  w^ere  made  or  not? 
Col.  Hallett.  Yes,  sir. 

Mr.  jVIoore.  Whetlier  he  received  the  money  without  calling  at- 
tention to  the  fact  that  tiiere  were  any  deductions  or  not? 
Col.  Hallett.  Yes,  sir, 

Mr.  Mooin:.  You  would  establish  the  claim  upon  that  sort  of  proof  2 
Col.  Hallett.  Yes,  sir. 

Mr.  MooRE.  That  is  about  the  only  additional  evidence  tiiat  you 
can  think  of  that  may  be  available  ? 

CoL  Hallett,  Except  the  knowledgre  that  all  of  these  records  are 
not  available  by  any  means,  and  we  would  never  disallow  this  case 
but  would  still  keep  working  on  it  among  our  noncases  until  we  were 
absolutely  sure  that  every  stone  had  been  turned. 

Mr.  Moore.  I  infer  from  what  you  said  in  the  early  part  of  the 
statement  that  you  had  some  communication  from  some  member  of 
his  family  to  the  effect  that  letters  had  been  received  from  liim. 
written  fctatements  had  been  received  from  liim  by  his  i)eo|)le  at 
home  in  which  the  daim  w«s  made  thai  be  had  jGiled  an  application  i 

CoL  Hallett.  Yes,  sir, 

Mr,  MooBKL  Have  you  enr  caUed  for  those  communications^ 
CoL  Hallett*  No/ sir. 

Mr.  MoosE.  It  might  be  desirable  to  secure  those,  might  it  not  ? 

CoL  Halmtt.  Yes,  sir;  sithough  we  have  found  that  those  have 
been  very  unsatisfactory  and  we  nave  not  yet  been  able  to  ^rsuade 
ourselves  that  we  can  tuie  these  statements  of  men  unless  it  is  under 
very  exc^ytimial  circumstances  like  the  Cyclops. 

M3t.  Moore.  Assuming  that  they  would  not  be  treated  as  condu- 
dve,  imrtfaefess,  if  thwe  nxe  msh  fltatoments  in  exiiBtoiiee  bearing 
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his  signature,  sent  to  his  people  at  home,  they  might  be  helpful  and 
enable  you  to  properly  consider  that  case  ? 

Col.  Hallett.  We  assumed  that  the  affidavit  included  that  and  we 
accepted  that  largely  at  the  face  value  of  the  original  communica- 
tions. 

Mr.  MooRE.  As  I  caught  it,  in  the  early  part  of  the  testimony 
there  was  some  assertion  made  in  some  letter  that  communications 
had  been  received  from  him? 

Col.  Hallett.  Yes:  and  it  was  later  followed  by  an  affidavit  stat- 
ing Avhat  these  various  abstracts  Avere  and  which  practically  gave  us 
presumably  everything  that  Avas  in  it. 

Mr.  Moore.  You  did  not  read  tliis;  at  least,  I  did  not  hear  it. 

Col.  Hallett.  Xo.  We  have  received  three  or  four  letters  from 
different  relatives  of  one  man,  to  which  he  has  Avritten,  saying  that 
"I  haA'e  just  taken  out  insurance  and  made  you  beneficiary,"  and^ 
as  a  matter  of  fact,  it  has  developed  he  has  taken  out  insurance  and 
made  only  one  person  beneficiary,  and  we  do  not  know  why  he  wrote 
to  others  in  the  same  way;  but  he  has  designated  one  beneficiary, 
perhaps  the  second  the  alternate  beneficiary,  and  the  third  the  third 
beneficiary,  so  we  find  w^e  can  not  take  the  letters  that  the  boys  write 
home  entirely  at  their  face  value,  although  w^e  give  them  all  the 
credence  we  can.  We  have  got  to  back  them  up  by  some  outside  evi- 
dence. 

Mr.  Garland.  Would  there  be  a  suspicion  some  of  these  l^;ters 
were  written  by  other  than  the  boy  himself  ? 

Col.  HALiiETT.  No,  sir.  She  had  the  ori^nal  l^^rs  and  they  have 
been  sent  in. 

Mr.  Garland.  You  spoke  of  not  having  some  of  tlie  letters,  like  a 
case  of  the  kind  where  yon  have  not  received  the  letters  from*  the 
parents.  Those  letters  were  all  passed  on  by  the  <^lcer  in  charge^ 
were  they  not? 

CoL  Kau^btt.  Censored  on  the  other  side. 

Mr.  Gari*akd.  That  would  be  evidence  t^tat  the  letter  was  OMi- 
sored;  that  it  was  the  bona  fide  Irtter? 
Col.  Haulett.  Yes,  sir. 

The  Chairmak.  If  Mr.  Moore  will  allow  me,  I  will  make  a  sug- 
gestion that  Mr.  Moore,  in  his  question,  referred  to  the  establishm^t 
of  fraud.  I  do  not  think  Mr.  Moore  meant  to  suggest  that  we  were 
trying  to  establish  fraud. 

Mr.  MooBB.  By  no  means.  That  was  referring  to  the  question  put 
yesterdsTf  and  tKe  possibilities  of  a  case. 

The  CHAIRMAN.  I  just  wanted  tliat  to  appear  in  the  record. 

Mr.  Moors.  I  quite  understand  that.  But  we  are  taking  this  case 
as  illustrative  of  the  method  of  this  department,  and  I  was  only 
asking  whether  every  avenue  of  information  had  been  explored  and 
whether  every  hypothesis  was  taken  into  account,  and  among  other 
hypotheses  one  of  possible  fraud. 

Mr.  Vaile.  I  understand  that  the  applications  for  insurance  are- 
filed  numerically  and  that  policies  are  filed  alphabetically;  is  that 
correct?   What  is  it  that  is  filed  alphabeticall ? 

Col.  Hallett.  We  have  to  keep  an  alphabetical  index  of  the  ap- 
"  plications.  It  is  a  cross  index  system.  That  is  the  insurance  division 
and  I  am  not  sure  how  they  keep  them  down  there  but  it  is  my  im- 
pression that  they  keep  them  numerically,  merely  from  the  fact  that 
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sometimes  in  talking  to  tbem  over  the  phone  ti^y  say,  can  you  ^ve 
me  the  number,  and.we  as^auoed  from  tluit  they  are  kept  in  numerical 
order. 

Mr.  Vaile.  The  soldier  has  two  numbers,  Army  serial  number 
and  c<Mnpensation  number! 

CoL  Halubtt.  Not  down  there ;  no.  The  only  number  he  has  down 
there  is  the  insurance  number-  ^-  ^ 

Mr.  Yaile.  Has  a  search  been  made  under  this  soldier's  serial 
number  aside  from  the  search  made  under  his  alphabetical  place? 

Col.  Hallett.  We  do  not  keep  them  under  serial  numbers.  We 
use  serial  numbers  as  means  of  identification  of  the  index  card 
to  make  sure  we  are  both  talking  about  the  same  Spaulding^. 

Mr.  Vaile.  Is  there  anywhere  a  file  of  applications  numerically? 

Col.  Hallett.  The  applications  themselves  are  all  numbered; 

yes. 

Mr.  Vaile.  Does  that  number  correspond  to  the  serial  nranber  i 

Col.  Hallett.  Xo.  It  has  nothing  to  do  with  the  serial  number. 
It  is  just  the  number  in  which  they  came  into  the  Bureau.  That  was 
put  on  them  Avhen  they  were  sent  in  from  the  camps. 

Mr.  Vaile.  So  the  serial  number  would  give  no  clue  except  as  a 
check  in  locating  the  name? 

Col.  Hallett.  Yes:  because  it  was  months  before  the  Army 
adopted  the  serial  number  and  we  had  all  kinds  of  files  coming  be- 
fore there  was  any  serial  number  put  on. 

The  Chairman.  Was  this  man  Spaulding  transferred  after  he 
took  out  insurance? 

Col.  Hallett.  I  should  imagine  he  was  because  most  of  the  affi- 
daAdts  here  are  from  members  of  Company  D,  and  there  was  evidence 
that  he  was  transferred  to  headquarters  company  later  on  on  the 
other  side,  I  think. 

The  CiiAiiniAx.  Has  insurance  been  established  where  you  could 
not  find  any  applications  or  could  not  find  any  record  that  the  pre- 
miums had  been  taken  out  on  the  })ayrolls? 

Col.  Hallett.  I  think  there  are  one  or  two.  T  think  there  are 
very  few;  one  or  two  cases  where  they  haie  been  established. 

The  Chair3£ax.  If  agreeable  to  the  committee,  we  will  meet  at  5 
o'clock  this  afternoon. 

(Thereupon,  at  12.15  o'dock  p.  m.,  the  comnuttee  took  a  reoesB 
imtil  5  o'clock  p.  m.) 

(  Pursuant  to  adjoanuiMint  Ipr  recess^  the  committee  met  ai  &JSIO 
'  o'clock  p.  m.) 

The  Chairman.  For  the  record,  I  will  state  that  these  two  wit- 
nesses, Mr.  La  Bounty  and  Mr.  Vigneault  have  bem  sworn. 

The  Chairman.  Give  your  name  to  the  ^MijO^grapber. 
Mr.  La  Bountt.  Ernest  O.  La  Bounty. 
The  Chairman.  Whwe  is  your  home! 

Mr.  liA  BouNTT.  I  am  making  my  home  now  at  Lyndonville,  Vt. 
The  Chairman,  And  you  were  m  tibe  serviee  with  Howard  S. 
Spaulding? 
Mr.  La  Bountt.  sir. 
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The  Chairman.  Di<5  yon  take  out  some  in.surance? 

Mr,  La  Bounty.  I  took  out  $10,000  insurance,  yes,  sir. 

Tlie  Chairman.  Will  you  tell  the  committee  what  kind  of  a 
process  you  Avent  through  when  you  took  out  this  insurance? 

Mr.  La  Bounty.  They  called  us  up  to  the  top  sergeant's  office 
and  we  went  in  there  one  at  a  time  and  he  (explained  the  insurance 
to  us  and  asked  us  if  we  wanted  to  fill  out  this  insurance;  and  the 
company  commander  had  told  us  a  day  or  two  before  that  we  had 
to  fill  one  out.  So  I  told  him  I  did ;  and  I  made  out  a  $10,000  insur- 
ance application.  He  filled  it^mt  and -then  snotiier  fellew  came  in 
and  done  the  same  thing. 

The  Cjiaoman,  Did  you  see  mofe  than  one  Mnd  of  a  blank  at 
that  time  ? 

Mr.  La  Boitnty.  No,  sir;  I  did  not.  But  I  believe  I  d^ied  three, 
not  just  this  one,  but  we  signed  three  blanks. 

liie  Chairman.  Do  ym  know  whether  at  the  time  you  took  out 
your  insurance  there  was  a  blank  on  which  you  could  make  appli- 
cation  for  insurance,  and  Hso  a  blaiik  ob  ^v^idi  you  eould  decune 
to  take  out  insurance? 

Mr.  La  Bountt*  I  eould  not  swear  to  Uiat^  but  I  only  saw  one  we 
made  out  for  insurance. 

The  Ghazbmak.  Was  Spaulding  with  you  when  you  Uxk  out  this 
insurance? 

Mr.  La  Bountt.  No,  sir;  he  was  not. 

The  Cm^BMAK.  Was  he  in  eamp  wi1&  you? 

Mr.  La  Bouott.  He  was  in  D  Company,  just  across  from  us. 

The  Chaibmak.  And  of  what  company  were  you  a  member? 

Mr.  La  Boitntt.  Of  C  Company,  Fifty-eighth  Infantry. 

The  Chairmak.  And  he  was  a  member  of  D  Company  ? 

Mr.  La  Bounty,  A  member  of  D  Company,  Fifty-eighth  Inf an- 
tiy  ;yes,  sir. 

The  Chairman.  You  made  an  affidavit  relating  to  this  claim  which 
has  been  made  by  Spaulding's  mother  for  insurance  and  can  you 
give  us  in  substance  what  you  intended  to  say  in  that  affidavit? 

Mr.  La  Bounty.  Well,  Howard  Spauldin<r  and  I  were  planning 
on  going  to  the  theater  one  evening  and  I  Iiollered  over  and  asked 
him  if  he  was  going  to  stay  and  he  said  he  had  to  make  out  applica- 
tion for  his  insurance.  I  says :  "  I  have  got  to  make  mine  out  in 
the  morning,"  I  saw  him  a  day  or  so  later— I  could  not  just  state 
the  time — and  he  said  he  had  made  out  an  application  for  $10,000 
insurance. 

The  Chairman.  Do  you  know  anything  more  about  that  applica- 
tion as  it  relates  to  him? 

Mr,  La  Bounty,  No,  sir;  I  don't. 

The  Chairman.  Did  he  say  anything  to  you  later? 

Mr.  La  Bounty.  Well,  I  did  not  see  him  for  some  time — he  was 
(|uarantined  in  for  measles — whether  he  had  them  or  not  I  could 
not  say,  but  I  know  they  quarantined  in  his  company,  and  he  was 
taken  away  for  21  days,  I  think  it  was,  and  I  did  not  see  him  until 
we  met  in  France,  which,  I  would  say  was  some  time  in  August. 
He  asked  me  about  my  insurance,  whether  my  people  had  got  any 
of  the  papers  to  show  I  had  taken  out  any  insurance,  and  I  told 
him  that  they  had,  that  I  had  just  got  a  letter  from  my  sister  saying 
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that  father  had  received  my  insurance  papers.   And  he  said:    It  is 
funny,  my  folks  have  not  heard  anvthing  from  mine." 

The  Chairman.  What  do  the  members  of  the  committee  thmk 
about  allowing  this  evidence  to  enter  into  this  examination? 

Mr.  MooRE.  This  is  my  view  of  this  case :  That  we  are  not  under- 
taking to  try  the  merits  of  this  claim.  It  would  be  impossible  for 
ns  to  try  the  merits  of  the  very  large  number  of  claims  that  may  be 
in  question  before  the  bureau.  The  only  reason  why  we  are  investi- 
gating this  claim  at  all  is  for  the  purpose  of  using  it  as  an  illustra- 
tion to  show  the  methods  that  obtain.  Therefore,  personally,  I  can 
not  see  any  objection  to  this  gentleman  reciting  what  he  has  said  in 
his  affidavits ;  that  is  to  say,  that  representations  were  made  to  him  by 
Mr.  Spaulding  as  to  the  matter,  just  as  he  has  given  those  repre- 
sentations within  the  last  few  minutee.  -»r  i.* 

The  Chairman.  What  is  your  judgment,  Mr.  Moore,  as  to  his 
going  on  with  the  line  that  he  has  just  started,  as  to -what  he  said 
to  him  after  he  got  over  in  France  ?  -    •         •  on, 

ICr.  MooBK.  As  I  say,  personally,  I  have  no  objection  to  it.  Ihe 
bureau  will  have  to  determine  whether  or  not  the  claim  is  established 
upon  just  such  evidence  as  is  goin^  in  now— all  the  evidence  before  it, 
including  the  evidence  that  is  gomg  in  now,  and  can  determine,  and 
must  determine  what  weight  they  would  give  to  the  future  eviOOTce. 

The  Chairman.  Go  ahead,  then,  Mr.  La  Bounty. 

Mr.  La  Boitnty.  And  he  adced  me  if  I  had  received  my  papers, 
i  told  him  that  my  folks  had;  that  I  got  a  letter  from  my  sister 
the  other  day  stating  that  my  papers  had  got  there,  that  father 
had  received  them.  He  said  that  it  was  funny  that  his  folks  had 
not  got  any  papers  or  heard  anything  about  it;  and  then  I  asked 
him  if  they  were  taking  deduction  off  his  pay  for  his  insurance. 

The  Chairman.  Taking  deductions  out  of  his  pay?  „    „  _  . 

Mr.  La  Bounty.  Yes ;  for  his  insurance.  He  said, "  Yes.  That  is 
the  last  I  ever  saw  of  Spaulding  until  I  got  home.  ^ 

The  Chairman.  Were  there  any  witnesses  to  these  appucationsf 

Mr.  La  Bounty.  No,  sir ;  there  were  not. 

The  Chairman.  To  whem  did  you  make  your  application  when 

you  took  it  out? 

Mr.  La  Box  nty.  For  insurance! 

The  Chairman.  Yes.  «  , 

Mi\  Jja  Bounty.  To  Lieut.  Flynn.  He  was  my  officer  and  the  one 
to  whom  T  made  application. 

The  Chairman.  They  took  deductions  from  your  pay  for  insur- 
ance after  that? 

Mr.  La  Bounty.  Yes,  sir. 

The  Chair:man.  In  this  country,  before  you  went  over,  did  they 
take  deductions  out,  too? 

Mr.  La  Bounty.  Yes,  sir ;  they  did,  I  think,  the  last  two.  That  is, 
before  I  sailed  they  had  taken  it  out. 

The  Chairman.  And  they  took  it  out  on  the  other  side  also? 

Mr.  La  Bounty.  Yes,  sir. 

The  Chairman.  Will  you  say.  Mr.  La  Bounty,  whether,  in  the 
course  of  these  deductions,  they  were  made  regularly  every  month, 
or  whether  you  ran  by,  perhaps',  a  month  or  two  or  three  months  and 
deductions  were  taken  out,  for  several  months  at  one  time? 
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Mr  Bounty.  I  think  it  was  taken  out  every  montli,  except 
once  there  was  three  months— I  think  it  was  three  moiiths--that  we 
did  not  draw  any  pay.    When  we  did  get  our  money  they  had 

The 'chairman.  The  three  months'  deductions  were  tekwi  out! 
Mr,  La  Bounty.  Taken  out  for  three  montl^s,  out  of  the  pay  we 

^Mr.  (Oakland.  You  got  the  whole  three  months'  pay  at  that  par- 
ticulartime? 

Mr.  La  Bounty.  Yes.  sir. 

Mr.  Garland.  With  the  exception  of  the  premium  { 
Mr.  La  Bounty.  Yes. 

The  CH\iR:^rAN.  You  sav  Mr.  Spaukbng  was  transferred? 

Mr  L\  Bounty.  Yes.  sir.  He  was  transferred  from  D  Company 
into  headquarters  company  before  we  Avent  across  and  then  after 
we  got  across  then  in  Chateau-Thierry  during  the  time  we  were 
there  they  transferred  me  over  into  headquarters  conipany  after  1 
got  across— and  we  woukl  meet  off  and  on.  He  was  in  one  branch 
of  the  service  there  in  headquarters  company  and  I  Avas  in  another. 

The  Chairman.  Do  you  want  to  ask  him  any  questions,  Mr. 
Andrews? 

Mr.  Andrews.  No :  I  think  not.  ^     ^  n  ^ 

The  Chaibmak.  Is  there  anything  you  want  to  suggest  (^ol.  ±lal- 

lett 

Col.  Hau^ett.  Did  you  and  he  live  at  the  same  place  ? 
Afr.  La  Bounty.  Yes,  sir. 
Col.  Hallett.  Same  post-office  address? 
Mr.  La  Bounty.  Yes.  sir.  , 
Col.  Hallett.  You  found  Avhen  you  got  home  that  it  was  true 
that  your  pet^  had  received  papers  in  connection  with  your  m- 

Mr.  La  Bounty.  Yes,  sir.  Father  has  got  my  papers  to-day  re- 
garding the  insurance.  •  ,         •  xi, 

CoL  Hallett.  Were  there  any  of  the  other  men  with  you,m  the 
service  who  lived  at  the  same  town  or  village  ? 

Mr.  La  Bounty.  Well,  Mr.  Vigneault  did. 

Mr.  Gabland.  How  long  were  you  without  pay  over  there  at  any 
one  time,  three  months  ?       •  i- ,     ^  ^ 

Mr.  La  Bounty.  Three  months  there  that  we  did  not  get  any 
money.   Of  course,  I  had  a  little  loose  chink  of  my  own  in  my 

^^^M^Gabland.  Do  you  know  thft  reason  that  you  did  not  get  paid 
those  three  months? 

Mr.  La  Bounty.  I  could  not  say. 

Mr.  GABiiAND.  Was  any  explanation  giv«i  to  you! 

Mr.  La  Bounty.  No,  sir;  mere  was  none. 

The  Chaibman.  Mr.  La  Bounty,  when  you  received  your  pay  was 
it  paid  to  vou  at  the  time  you  signed  for  it  there? 
Mr.  La  !Bounty.  Yes,  sir. 

The  Chairman.  Always!  . 

Mr.  La  Bounty.  Yes,  sir.  We  signed  a  slip  simply  stating  tiiat 

we  had  received  the  money. 
The  Chairman.  You  only  signed  one  slip  ? 
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Mr.  La  Bounty.  One  slip  for  the  pay.  ,  ,  , 

The  Chairman.  Was  that  a  slip  on  which  it  stated  that  the  premi- 
um had  been  taken  out?   Did  it  show  <ai  that  slip  that  it  had  been 

Mr.  La  Bounty.  There  was  one  slip  over  there  that  we  signed  that 
thej  had  not  got  the  pay  roll  made  up  and  w©  just  signed  our  names 
Mi-tiiese  slips  tmd  got  «ur  money. 

Thte'CHAiSMAK.  You  merely  signed  it  in  blank? 

Mr.  La  Bounty.  Yes,  sir. 

The  Chairman.  Did  it  show  about  these  deductions? 
Mr.  La  Bounty.  It  showed  on  the  pay  roll,  liie  general  pay  roU 
that  we  had  there,  why  they  deducted  money  from  our  pay. 
Mr.  Andrews,  May  I  add  a  word  of  explanataou? 

The  Chairman.  Certainly. 

Mr.  Andrews.  It  is  a  very  common  thing  in  the  departments  when 
salaries  are  paid  after  the  regular  day,  or  in  an  irregular  way,  that 
the  person  receiving  the  pay  would  sign  a  receipt.  For  instonce,  if 
the  pay  rolls  had  been  passed  in  or  had  passed  on  to  the  adminis- 
trative office  or  did  not  happen  to  be  pn^t,  then  these  leoMOTS 
would  be  signed  and  afterwards  attached  to  the  pay  roll.  It  would 
be  iust  the  same  as  though  they  had  receipted  <m  the  pay  roU?  and 
that  happens  more  or  less  every  month  throughout  the  departments. 
That  is  simply  a  matter  of  convenience  to  avoid  delay.  It  is  cus- 
tomary on  pay  days  for  the  pay  officer  to  have  the  money  there  m 
envelopes  in  a  little  box  which"  he  carries  around,  and  as  the  m«» 
are  paid  off  they  sign  the  pay  roll.  If  they  get  their  m<mey  wh«m 
the  pay  roll  is  not  available,  then  they  sign  these  receipts  which  will 

be  attached  to  the  pay  roll.  j.  i.  i.- 

Col.  Hallett.  Do  you  know  whether  he  made  an  aUotmmt  to  his 

family  or  not? 
Mr.  La  Bounty.  No,  sir;  I  could  not  say.  i 
Mr.  Garland.  Does  that  practice  of  which  you  speak,  Mr.  An- 
drews, obtain  in  the  Army? 

Mr.  Andrews.  I  know  that  is  used  in  the  Treasury  Department, 

but  I  could  not  say. 

Mr.  Garland.  I  thought  they  were  paid  in  check  always. 

Mr.  Andrews.  Sometimes  they  do,  but  generally  it  is  by  cash. 

Col.  Hallett.  I  know.  Thev  sometimes  sign  individual  slips  in 
the  Army.  I  do  not  know  how  it  obtained  in  the  latter  days  over 
there,  but  generally  they  bad  to  make  out  a  duplicate  or  a  substitute 
pay  roll. 

Mr.  Andrews.  That  is  simply  another  form. 
Col.  Hallett.  That  is  another  form  of  receipt. 
Mr.  Andrews.  Simplv  another  form  of  receipt. 
The  Chairman.  Are  there  any  further  questions  you  wish  to  ask 
the  witness? 
Col.  HAiiBiT.  No;  I  do  not  think  so. 

lESIIlIONY  OF  KE.  ESWABD  J.  VieNEAULT. 

The  Chairman.  Will  you  give  your  name  to  the  reporter,  Mx. 
Vigneault  ? 
"fe.  VlUKBAUM.  Edward  J.  Vigneault 
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The  Chairman.  Where  is  your  home? 
Mr.  ViGNEAULT.  At  Lyndonville.  Vt. 

The  CuAWMA^^  And  you  were  m  the  service  witli  Howarii 
Spauldin^? 

Mr,  ViGNEAULT.  Yes,  sir;  left  lionie  the  same  day  and  was  sworn 
in  the  same  day,  the  24th  day  of  February,  1918. 

The  CHAiR:>rAN,  Perhaps  we  can  get  at  this  a  little  more  quickly, 
Mr.  Vigneault,  if  we  ask  you  to  state  bri^y  what  y^m  kiiow  in  con- 
nection with  this  claim  for  Spaulding's  insurance. 

Mr.  ViGNBAUM',  Well,  at  one  time,  when  I  was  in  France,  oui 
service  records  were  lost.  If  I  remember  riglit,  the  town  was  Ourcq. 
We  had  to  make  out  individual  slips.  The  slip  was  typewritten  out, 
and  we  had  to  give  our  emergency  address,  where  we  enlisted, 
whether  we  had  allotments  or  insurance.  I  was  m  the  orderly  room 
ftt  t^t  time.  There  was  quite  a  number  of  men  making  t^m  out. 
Hwy  had  two  typewriters.  Some  would  write  them  out  with  pea 
and  ink.  We  expected  at  that  time  to  g:o  into  the  line  any  minute, 
and  no  man  wi^  ibUowed  to  go  into  the  Unes  unless  he  had  a  record* 
Tha,t  recordr  was  supposed  to  show  everything — whether  you  had  a 
court-martial,  whetEwr  you  had  had  wiy  reductions  from  your  pay, 
and  everything  from  the  time  you  went  into  the  service— whether 
you  were  in  the  hospital.  Howard  was  there  at  the  same  time  I  was, 
and  I  very  clearly  remember  him  say  he  had  insurance,  had  made 
out  insurance;  that  he  had  made  it  out  at  Camp  Green.  I  actually 
saw  that  slip  of  Howard  Spaulding,  where  he  had  an  insurance  ot 
$10,000. 

Col.  HALiierrT.  What  date  was  that,  do  you  remember,  approxi* 
matelv  ? 

Mrf  ViGNEAuiiT.  It  was  around  between  the  8th  and  18th— we  left 
for  the  front  the  nijrfit  of  the  l7th. 
Col.  Haue^ett.  Of  what  month? 
Mr.  ViGNEAuiiT.  July. 

The  Chairman.  You  mean  you  left  for  the  "front  over  there  in 

France  ? 

Mr.  Y1GNEAUI.T.  Yes,  sir;  that  was  in  France.  I  do  not  remember 

the  exact  date,  but  it  was  some  time  in  July. 

Mr.  Andrews.  Was  this  soldier  lost  in  battle? 

The  Chairman.  He  died  of  illness  over  there. 

Mr.  MooRE.  Where  did  you  take  out  your  insurance? 

Mr.  Vigneault.  Camp  Green,  X.  C.  Lieut.  Sherrill  was  the  olRcer 
that  made  out  the  papers.  . 

Mr.  McH^RE,  Did  your  family  receive  the  papers? 

Mr.  YuiNEAi  LT.  it  was  late  when  I  got  over  there,  just  before  the 
armistice,  eitlier  September  or  October,  if  I  remember  right,  they 
re;  eived  the  certificate  saying  I  had  taken  out  the  insurance.  Spaniel- 
ing and  T  went  over  on  the  same  boat  and  AV(M-e  transferred  to  head- 
quarters coiiipany.  Well,  wo  were  talking  about  insurance,  and  on 
the  way  over  we  were  attacked  by  submarines,  and  after  the  thing 
was  all  over  I  was  talking  with  Howard  and  he  says,  "That  was  a 
lucky  thing.  That  saved  the  Government  a  good  many  $10,000." 
We  stopped  at  Folkstone,  England,  and  he  wrote  to  his  mother.  We 
stopped  there  for  three  days  and  we  all  had  a  chance  to  write  home,* 
and  he  a&ked  his  mother  if  sJiia  had  remyed  ^ny  notification  of  his 
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insurance,  the  same  as  I  was  writing  to  my  people,  my  Avife.  Then 
after  we  got  in  to  France  we  moved  up  to  a  town  named  Fssy, 
which  is  not  a  great  way  from  La  Ferte.   It  is  near  Chateau-Thierry. 

The  headquarters  company  was  divided  up  in  ditferent  sections 
and  sent  to  different  stations  with  the  French  for  training.  The 
pioneer  section  of  the  Fifty-eighth,  what  was  known  as  the  i)ioneer 
section,  were  near  to  Ourcq  to  put  in  a  line  of  trenches  and  a  barbed- 
wire  entanglement  and  machine-gim  emplacements.  I  did  not  see 
Spaulding  until  we  got  down  to  this  town  of  Ourcq,  and  he  asked 
me  again  if  I  had  heard  anything  about  my  insurance,  and  I  says, 
"No;  it  is  queer,  but  we  have  g^  some  mail,  but  found  they  had 
not  received  anything."  After  the  Vesle  River— we  were  on  the 
Vesle  Biver  August  2  to  August  12,  when  we  were  relieved  there  and 
went  down  to  Billy  Le  Grand  and  stayed  there  for  eight  days.  Just 
before  we  got  in  to  Billy  Le  Grand — f<wrget  the  name  of  this 
chateau;  it  is  just  back  of  Cherry  Farm  on  the  Vede  Riven  I 
should  say  10  ^ometers  from  Billy  Savoy  signed  the  pay  roll.  I 
was  looking  up  my  insurance  and  alkrtan^nt.  Howard  was  rigjit 
there  at  tiie  same  tmie,  and  he  pointed  out  the  place  on  the  pay  roll 
and  said,  "  There  is  where  my  msuranoe  has  been  UJsm  out" 

Mr.  MooKEL  Meaning  that  his  premium  was  tal^n  out? 

Mr.  Vigneault.  Yes;  where  his  premium  had  been  taken  out.  , 

Mr.  Andkews.  Were  there  any  entries,  any  figures,  on  tiie  pay  roll 
which  showed  the  deduction?  ^  ^ 

Mr.  Vigneault.  I  could  not  swear  that  it  was  his  name  that  he 
pointed  to,  but  he  said:  "There  is  where  my  insurance  has  been 
taken  out."  '  ■  ' 

]Mr.  Moore.  What  month's  pay  roll  would  that  be? 

Mr.  ViGX>i\i  L'r.  That  would  be  for  July  pay. 

Mr.  Moore.  Was  your  name  on  that  pay  roll? 

Mr.  ViGNEAi  LT.  Yes,  sir. 

Mr.  MooRE.  Did  he  sign  that  same  pay  roll? 

Mr.  Vigneault.  Yes,  sir. 

Mr.  Moore.  The  pay  roll  to  wliich  he  pointed? 

Mr.  Vigneault.  Yes,  sir. 

Mr.  Andrews.  And  he  signed  the  same,  did  he? 

Mr.  Vigneault.  I  didn't  look  to  see  Avhether  it  was  his  name  he 
pointed  out.  I  had  no  reason  to  disbelieve  that  he  was  not  pointing 
out  his  own  name.  He  said:  "There  is  where  they  have  taken  out 
that  insurance.'' 

I  was  with  him  once  in  the  Argonne;  that  is,  in  October,  He  spoke 
about  his  insurance  then.  He  didn't  say  whether  they  were  deducting 
it  from  his  pay  or  not.  He  said  his  folks  had  not  heard  yet  of  him 
having  any  msurance. 

Mr.  Andrews!  Did  I  understand  you  correctly  yesterday.  Colonel, 
to  say  that  if  evidence  were  disclosed  to  the  Bureau  that  the  name 
of  this  soldier  was  on  the  pay  roll,  that  the  deduction  had  been  made 
dficially.  and  that  it  had  their  verification,  that  that  would  be  proof 
acceptable  to  tiie  bureau  in  matdng  the  allowance  i 

Col.  HAXJurar.  It  would. 

Mr.  ANURBwa.  I  think  that  is  an  important  item* 

Mr.  ViQif]5AtTiiT.  I  think  that  was  all. 

The  Chaibman.  Mr.  Vigneault,  are  you  a  nuunried  man! 
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Mr.  V1GXEAUI.T.  Yes.  sir. 

The  Chairmak.  Did  you  make  any  allotment ; 

Mr.  ViGNEAULT.  Yes,  sir;  I  had  to  make  it;  was  torced  to  make  a 
dass  A  allotment,  compulsory  allotment  of  $15  per  month;  and  the 
Goyemnieiit  allowed  $15  for  the  wife  aad  $10  for  a  child— I  have  a 
child.  That  made  about  $40  a  month. 

The  Chairman.  Were  those  allotments  paid  ? 

Mr.  VictNEAULT.  They  were  paid  from  September  until  the  date  ot 
discharge.  Before  that  until  September  they  did  not  get  anvthmg. 
Some  months  it  was  taken  out  and  some  it  was  not.  but  on  the  last 
10  I  was  not  drawing  any  pay,  because  I  was  indebted  to  the  Cjov- 
emment  to  the  extent  of  $150  on  back  allotments.  They  took  that 
out.  A  man  does  not  get  any  pay  if  he  is  behind  the  pay  roll  untU  he 
gets  caught  up  with  the  pay  roU. 

Mr.  MoOTE.  Did  Spauldmg  make  any  allotments  ?  .    ,  . 

Mr.  ViGNEATn.T.  He  didn\  say  anytiaing  about  allotments,  but 
only  spoke  about  insurance. 

Mr.  Moore.  Was  his  mother  a  widow  ? 

Mr.  ViGNEAui/r.  No,  sir.  He  has  a  father,  mother,  and  sister. 
The  Chairman.  He  didn't  make  any  allotments,  did  hei 
Mr.  ViGNEAULT.  I  could  not  state  whether  he  made  out  one  or  not. 
Mr.  AxuuEAVs.  Was  he  single? 

Mr.  ViGNEAULT.  He  WIS  single;  yes,  sir.      ^  ,     .  j- 

The  Ch  viRAiAN.  I  may  be  ^rong  about  this,  but  my  understanding 
is  it  he  (lidn  t  have  a  wife  or  children  or  mother  or  father  dependent 
upon  him  lie  would  not  make  an  allotment,  would  he.  Colonel f 

Col.  Haixett.  No,  sir. 

Mr.  Andrew  s.  Some  men  made  an  allotment. 

Mr!  ViGNEAi  LT.  Some  men  made  an  allotment. 

Col.  Hallett.  That  would  be  what  is  known  as  a  Class   Ji-  aUot- 

Mr.  ViGNEAULT.  That  is  Class  "  E  "  aUotment.  That  is  what  he 

^^]Mr.*^MooRE.  As  I  understand  he  makes  that  allotment  if  he  wants  to 
when  there  is  no  one  dependent  on  him.      ,    ^    _^         .       -  . , 

Col  Hallett.  That  allotment  is  paid  by  the  Quartermaster  of  the 
Armv  and  is  payable  to  the  allotee  by  the  Army  to  some  rehitive,  to 
a  baAk,  or  anvbodv  to  whom  the  Class  "  E  »  aUotment  was  made  out. 

The  Chaieman.^  Do  I  understand  from  your  testimony,  Mr.  Vig- 
neault,  that  there  is  still  money  due  on  the  aUotment  to  your  wife? 

Mr.  ViGNEAULT.  Yes,  sir  5  there  are  six  months,  which  would  be 

^^The  Chairman.  I  do  not  want  to  ask  you  to  go  into  the  details  of 
this,  but  can  you  give  us  the  reason  that  has  been  given  you  why  that 

has  not  been  paid  ?  '  a.-  ^  Ll-       tji  j*- 

Mr  ViGNEAULT.  I  really  could  not  get  any  satisfaction.  My  wife 
had  iawver  Norton,  working  in  conjunction  with  the  Red  Cross, 
write  two  or  three  different  times,  and  I  think  I  have  aletter  which 
1  will  send  down  and  also  send  mv  pay  book  to  show  where  this  had 
been  charged  up  against  me  that  I  had  an  allotment  and  where  I  had 
to  still  pay  this  back  which  I  was  indebted  to  the  Government  which 
thev  never  paid  over:  and  my  service  record  will  show  that  I  was 
not  paid  up  till  July  1.  men  I  was  discharged  I  receivedJuty 
pay  seven  days  in  August,  and  the  $60  bonus.  That  would  be  $92.40. 
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The  Chairman.  What  I  was  trying  to  get  at,  Mr.  Vigneault,  wa« 

whether  there  was  some  delay  in  this.     _  j         „„  „,»«u 

Mr.  Vigneault.  Starting  from  the  beginning  I  made  out  an  appU- 
cation  for  allotment  when  I  was  in  North  Carolina  with  the  ^ifty- 
eighth  Infantry.   That  didn't  go  through.  Then  before  w«  went  m 

to  the  St.  Mihiel   .     ^  ^         ,  u   xi.  *  j:.^  4.  ^ 

The  Chairman  (interposing) .  Do  you  know  why  that  did  not  go 

^^'Mr.H'iGNEAULT.  No,  sir.  It  appears  that  it  was  l<wt,  or  something. 
\nd  I  made  out  another  allotment  in  Headquarters  Company,  lhat 
didn't  show  up,  and  we  were  at  St.  Mihiel  and  the  company  com- 
mander got  a  letter  from  Washington  inquiring  about  me  and  why 
I  had  not  made  an  allotment,  a  class  A  allotment.   I  explamed  to 
them  then  and  there  and  made  out  another  aUotment  which  was 
dated  I  think,  along  between  the  10th  and  12th  of  September  and 
that  was  dated  back  to  February  which  should  have  been  when  I  ap- 
plied in  March,  but  thev  didn't  pay  allotments  for  some  time. 
The  Chairman.  And  it  was  on  the  back  part  that  you  were  pay- 
fir.  Vigneault.  Yes.  .  p  a 
The  Chairman.  That  had  not  been  deducted  from  your  pay  * 
Mr  Vigneault.  You  see  vou  can't  get  a  discharge  from  the  Army 
if  vou  owe  the  Government" anv  money.   There  have  been  cases  that 
men  had  to  enlist  in  order  to  pay  up  before  they  could  get  dis- 
charged, to  pay  what  they  owe. 

Mr  Andrews  In  other  words,  under  that  rule  if  he  owes  the  Gov- 
ernment $50  then  he  will  have  to  stay  in  the  Army  that  much  longer 
to  pay  the  $50  back? 

Mr.  Vigneault.  They  reenlist  and  then  sometmies  are  given  dis- 
charge.  By  reenlisting'they  get  three  months'  additional  pav. 

Mr.  Andrews.  I  would  like  to  ask  you  whether  a  deduction  was 
made  from  your  salarv,  or  from  j'our  pay  for  this  back  money  ? 

Mr.  Vigneault.  Tliis  allotment  should  have  gone  in  effect  the  1st 
of  March,  1918.  The  first  two  blanks  or  forms  I  made  out  didn't 
reach  Washington.  There  was  no  action  taken  on  it.  Then  I  made 
out  another  one  in  September  with  allotment  from  Septemi)er  until 
the  time  I  was  discharged.  That  was  paid,  but  that  before  was  not 
paid.  This  form  that  was  made  out  was  dated  back.  I  don't  know 
how  they  arranged  it.  Probably  the  colonel  knows. 

Col.  Hallett.  You  had  not  been  charged  with  a  deduction  of  ths»t 
$15  from  March  1  up  to  September  1? 
Mr.  Vigneault.  Xo. 

Col.  Haij.ett.  So  he  had  been  drawing  liis  money. 
Mr.  Moore.  You  had  drawn  your  pay  in  fuU,  minus  your  insur- 
ance? 

Col.  Haixett.  And  it  was  this  allotment  that  was  charged  hack? 

Mr.  Vigneault.  I  had  to  pay  that  before  T  could  get  a  discliargc. 

Col.  Hallett.  It  was  supposed  to  be  retroactive,  but  for  somn 
reason  the  bureau  here  has  not  made  the  payments  from  March  to 
September,  although  they  have  made  the  payments  apparently 
since  that  time.  It  came  through  in  some  way  or  other  without  tlic 
retroactive  provision  on  it.  Therefore,  that  has  got  to  be.  cleared  up. 
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Mr.  VToXEArT.T.  This  pay  book  is  a  «:oo(l  deal  like  a  service  rec- 
ord. There  are  separate  columns  for  various  thino;s,  such  as  insur- 
ance and  allotment  of  the  various  classes:  an  1  when  deductions  are 
made  from  your  pay,  it  is  noted  in  the  proper  column. 

The  Chairman.  Vou  speak  of  i)ay  book.    When  did  you  jjet  it?. 
Mr.  Vi(;xEAi'LT.  Those  pay  books  Avent  into  effect  October  1,1918. 
If  you  went  into  the  hospital,  or  away  on  leave  of  absence  or  fur- 
lou<rh,  Avith  that  pay  book  you  could  draw  from  the  quartermaster 
to  the  extent,  I  think,  of  three  months  in  advance. 
Mr.  Moore.  "When  were  you  dischar<red;  last  July? 
Mr.  VioxEAi  j.T.  Last  Au^rust;  the  ^^Ist  day  of  August- 
Mr.  MooKE.  And  the  aUotm^t  had  iiot  h^m  paid  for  the  period 
up  to  September? 

.  Mr.  ViGNKAULT.  From  March  to  September,  1918. 

Mr.  Moore.  After  you  got  home  di(l  you  present  any  claim  to  the 
department,  or  have  you  brought  it  to  the  attention  qI  the  bureau 
that  this  allotment  has  not  been  paid  ? 

Mr.  ViGNEAULT.  I  believe  I  wrote  one  letter. 

Mr.  MooKE-  When  was  that ;  do  you  remember  ? 

Mr.  ViGNEAULT.  It  was  about  the  same  time  I  had  my  war-risk 
insurance  reduced  to  $5,000.  It  was  some  time  in  the  latter  part<  of 
August. 

Mr.  ^looRE.  Did  you  receive  an  adbiowledgeineiit  of  ^^hat  Iri^? 

Mr.  VuixEAT'LT.  No,  sir. 
Mr.  MoOKB.  You  have  not? 

Mr.  ViGNEAULT.  I  have  not  received  any  certificate  ot  the  reduc- 
tion of  my  insurance  yet,  eitiier. 

Mr.  lifooBE.  You  do  not  even  know  wbiether  that  letter  was  re- 
ceived hy  the  bureau  ? 

Mr.  ViOKEAtJLT.  I  know  that  they  have  received  the  letter  that  T 
sent  for  my  insurance  b^use,  where  they  ordinarily  deduct  $7.20, 
the  next  month  they  deducted  only  $3.60 ;  but  I  did  not  receive  any 
certificate  showing  that  the  insurance  was  reduced. 

The  Chairman.  Mr.  Vigneault,  when  you  drew  your  pay  and 
you  say  they  did  not  take  out  this  insurance,  did  you  make  any 

protest?  . 

Mr.  ViGNEAULT.  Yes,  sir;  went  into  the  orderly  room  every  tmie, 
and  they  said  they  would  have  it  fixed  up.  That  ran  along  for  a 
Avhile,  so  I  refused  to  sign  the  pay  roll  until  they  did- straighten  it 
out.    I  did  get  them  to  do  that,  and  when  they  did  that  they  took 

every  cent  awav.  j  t\ 

Col.  Hallett.  You  spoke  about  losing  the  service  records.  Do 
you  know  whether  they  were  destroyed  or  just  disappeared? 

Mr.  ViGXEALLT.  I  do  not  know  whether  they  were  mislaid  or 
Avhat  happened  to  them.  AH  I  know  is  that  we  had  signed  those 
slips  before  Ave  went  into  service. 

Col.  Hallett.  I  was  just  wondering  whether  they  were  destroyed 
as  a  result  of  some  bombing  or  what. 

Mr.  VIGNEAUT.T.  There  were  some  papers  tliat  were  lost  and  never 
could  be  found.  AVhether  those  records  were  among  them  I  do  not 
know,  but  we  had  to  make  out  thoes  slips  of  paper,  slips  about  the 
size  of  this  pad  of  paper.  When  I  was  disdiarged  I  had  the  regu- 
lar form  of  service  record. 
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The  Chairman.  What  unit  wereyou  in? 
.  Mr.  ViGNEAULT,  I  was  with  the  Fifty-eighth  Infantry,  Headquar- 
ters Company,  Pioneer  Platoon. 

The  Chairman.  Do  you  know  whether  any  service  records  of  your 
comrades  in  that  particular  unit  have  been  received  in  Washington — 
perhaps  I  ought  not  to  state  it  that  way,  because  you  woukl  have 
no  way  of  knowino: — but  have  you  learned  from  vour  comrades 
themselves  whether  their  service  records  have  been  received? 

Mr.  Vi(;neaitlt.  No;  I  do  not  know. 

The  Chairman.  You  do  not  know  of  anybody  whose  service  rec- 
ords have  l>een  I'eceived? 

Mr.  ViGXEAnvT.  No,  sir;  but  there  is  only  one  service  record. 
Mr.  La  Bounty  got  out  quite  a  while  before  I  did. 

The  Chairman,  He  was  with  vou? 

«■' 

Mr.  ViGXEATJLT.  He  was  in  the  same  company,  same  platoon,  but 
he  was  wounded  and  sent  home  before  us,  I  presume  my  service 
record  would  he  over  at  Camp  Devens.  By  this  time  it  seems  to  me 
that  in  two  months  they  shoidd  have  sent  this  record  in. 

The  CiiAiRMAx.  Have  you  been  up  to  The  Adjutant  General^s 
Office  since  vou  liavc  been  liere? 

Mr.  ViGNEAULT.  Yes,  sir ;  and  was  looking  over  the  service  records 
and  inquired  about  mine  and  Howard  Spaulding's  and  Ernest  La 
Bounty  s.  There  was  a  part  of  a  record  there  of  Howard  Spauld- 
I'ng,  and  Mr.  La  Bounty's  record  was  there,  but  they  could  not  find 
mine:  mine  had  not  come  yet.  I  do  not  know  where  it  is.  It  is 
over  at  Camp  Devens  anyway. 

Col.  Hallett.  Did  vou  see  the  service  record  J 

Mr.  Vi(;NEAm.T.  Yes;  part  of  it. 

Col.  Hallett.  Spaulding's? 

Mr.  ViGNEAuiiT.  Yes,  sir. 

CoL  Halmttt.  Service  record? 

Mr.  ViGNEAULT.  No;  they  were  not  regular  service  records. 

The  Chairman.  Do  you  know  what  was  sent  home  as  the  personal 
effects  of  Spaulding?  I  do  not  mean  for  you  to  name  the  items,  but 
do  yon  know  what  was  sent  hom^  to  his  folksJ 

Mr.  YiGNEAUi-T,  Yes,  sir. 

The  Chaibmak*  Was  thc^  any  pay  book  among  those  effects,  do 
you  know? 

Mr.  YiGNEAULT.  Xo,  sir ;  no  pay  book.  You  see  those  only  went 
into  effect  the  1st  of  October.  We  being  in  the  lines  at  that  time 
and  bis  0>xng  to  the  hospital  our  records  and  stuff  was  back  at  the 
lines.  NoWj  I  will  try  to  think  the  name  of  that — I  can  not  think 
what  name  it  is,  but  it  is  some  woods.  I  think  it  is  Beilicourt.  You 
will  recall  we  had  td  climb  up  over  the  hilL  There  was  a  large  bar- 
racks in  there.  I  think  Hiat  is  the  place. 

Up  to  the  Argonne  the  band,  the  58th  band  were  in  action,  they 
did  'uie  stretdier  work  at  that  time.  If  ybu  iwiember,  Colonel^  there 
was  an  order  put  out  by  the  War  D^uim^  that  bands  did  not 
have  to  go  in  as  stretcher  bearers.  T^en  therjr  left  the  band  there 
with  tiie  statistical  department,  left  it  in  there  m  those  woods  and  all 
of  tlxe  headquarters  company  that  went  in  was  the  trrach  mortars, 
Steves  mortars,  and  one-pounders,  pioneers,  signal,  and  intell^ence 
•  section.  Headquart^  company  is  a  company  made  up  of  difrarei^ 
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specialists,  specialties,  and  Howard  R.  Spaulding  was  in  the  signal 
section 

The  Chairman.  Is  there  anything  more  that  any  member  of  the 
committee  desires  to  ask? 

Mr.  Moore.  I  move  that  we  adjourn. 
Mr.  Garland.  I  second  the  motion. 

The  Chairman.  Mr.  Moore  moves  that  the  committee  adjourn  sub- 
ject to  the  call  of  the  chairman. 

(The  motion  was  put  to  a  vote  and  unanimously  carried.)  . 
The  Chaihman.  The  committee  stands  adjourned. 
(Whereupon,  at  6  o'clock  p.  m.,  the  committee  adjourned.) 


COMMITTKK  OX  ExrENDITTJRES  IN 

THE  Treasury  Department, 

House  of  Representatives, 

Monday,  October  27\  1919. 

The  committee  met  at  10.aO  o'clock  a.  m.,  Hon.  I'orter  H.  Dale 
(ehainnan)  presiding. 

SfAIEMElTE  OF  BRIG.  GEN.  HERBERT  M.  LORD,  DIRECTOR  OP 

USANCE,  UNITED  STATES  ARMY. 

* 

The  C^HAiKMAN.  At  the  last  meeting,  it  Avas  suggested  that  the 
oath  be  administered  to  the  witnesses.  Do  I  understand  tluit  it  is 
the  desire  of  tlie  committee  to  have  the  oath  administered  to  all  of 
the  Avitnesses? 

Mr.  (Iarlaxi).  That  was  "Slw  B^g^s  suggestion,  and  I  thmk  all 
of  them  should  be  treated  alike. 

(Thereupon,  the  Avitness  was  duly  sworn  by  the  chairman.) 

Tlie  Chaikman.  General,  will  you  give  the  reporter  your  name 
m  full? 

Gen.  Lord.  Brig.  Gen.  Herbert  M.  Lord,  Director  of  Finance, 
I,^nited  States  Army. 

The  Chatkman.  Merely  for  the  record,  will  you  state  something 
of  your  military  experience? 

Gen.  Lord.  I  was  commissioned  a  major  and  additional  paymaster 
of  volunteers  in  1898.  At  that  time  I  was  serving  as  clerk  of  the 
House  Committee  on  Ways  and  means,  under  Nelson  Dingley.  I 
have  remained  in  the  service  until  this  date.  At  the  breaking  out 
of  the  war  with  the  Central  Powers,  I  was  actively  in  charge  of  .the 
financial  activities  of  the  Quartermaster  Corps,  and  during  the  war, 
l^rior  to  the  setting  up  of  an  independent  financial  organization  and 
my  appointment  as  Director  of  Finance,  I  represented  the  Secretary 
of  War  in  many  finance  matters  that  had  geyoeral  application  to  the 
War  Department  and  to  the  Army. 

The  Chairman.  In  the  performance  of  your  duties  as  Director  of 
Finance,  you  are  brought  into  relatioiiiS  with  the  Bureau  of  War 
Risk  Insurance,  are  you  not  ? 

Gen.  Ix)RD.  I  represented  the  Secretary  of  War*  as  the  War  De- 
partment's representative  from  the  time  of  the  enactment  of  the 
legislation  under  whi<2h  the  Bureau  of  W»r  firisk  Insiuwice  was 
ejitablished. 
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The  Chairmax.  In  the  conduct  of  the  relations  between  the  AVar 
Department  and  the  Bureau  of  War  Risk  Insurance,  do  I  under- 
^nd  you  to  say  that  you  jrepi»sei]^e4  the  War  Departxaent  i 

Genr  Lobd.  Yes,  sir. 

The  Chaibmak.  And  have  done  so  up  to  the  present  time  \ 
Gen.  Lobd.  Yes,  sir ;  up  to  the  present  time. 
Mr,  Andbews.  And  you  are  still  doing  so  ? 

Gen.  Lord.  Ma}^  I  modify  that  a  little :  There  is  in  the  office  of 
The  Adjutant  General  an  activity  which  handles  at  the  present 
time,  and  has  for  some  months,  a  great  deal  of  correspondence  that 
relates  to  the  Bureau  of  War  Risk  Insurance  in  ite  relation  to  the 
War  Department,  but  I  have  up  to  the  present  time  represented  the 
War  De{>artaient  in  all  matters  that  rotated  to  ^  #GtuAl  raiMMy 
interests  involved. 

The  Chairman.  In  the  amduct  of  those  affairs,  has  some  con- 
siderable difficulty  arisen  as  to  the  prCTaiums,  allotments^  etc,  in  the 
Buroau  of  War  Bisk  Inrarancef 

Qm.  Load*  As  rc^rds  the  War  Department,  thwe  has  been  no 
difficulty.  The  procedure  that  was  originall}^  agreed  upon  has  been 
carried  out  in  fiul  by  the  War  Department  without  any  interruption 
whatever. 

The  Chaibman«  Has  there  been  any  difficulty  in  settling  or  recon- 
ciling matters  between  the  War  Department  and  the  Bm-eau  of  War 
Bisk  Insurance? 

Gen.  Lord.  Not  that  I  know  of.  It  might  foe  well,  if  it  meets  witii 
the  approval  of  the  committee,  for  me  to  give  as  briefly  as  possible 
a  history  of  the  arrangement  agreed  upon  between  the  representa- 
tives of  the  Bureau  oi  War  Bisk  Insurance  and  the  War  Depart- 
ment at  the  inception  of  this  undertaking.  Tlie  war  risk  insur- 
ance bill,  as  it  pa^ed  the  House,  provided  that  these  disbursements 
should  be  made  under  the  direction  of  the  Sectary  of  War  uid 
the  Secretary  of  the  Navy,  respectively. 

Mr.  Carter.  You  say,  as  it  passed  the  House.''  Do  you  mean 
that  specifically,  or  do  you  mean  to  say  as  it  passed  Congress? 

Gen.  Lord.  As  it  passed  the  House.  In  the  Senate  committee  it 
was  changed  so  as  to  assign  the  duty  of  making  the  actuid  disburse- 
ments of  the  allotments  and  the  allowances  to  the  Treasury  Depart- 
ment, that  amended  provision  passed  the  Senate,  was  agreed  upon 
in  conference,  and  became  the  law,  and  it  was  responsible  for  the 
setting  up  in  the  Treasury  Department  of  the  Bureau  of  War  Risk 
Insurance. 

At  that  time  I  was  in  active  charge  of  the  War  Department's 
allotment,  an  activity  that  we  had  had  for  some  years,  and  when  my 
attention  was  called  to  the  change,  it  seemed  to  me  that  the  original 
plan,  or  House  plan,  was  more  logical,  Avould  prove  more  economical 
and  more  efficient,  and  before  the  bill  became  a  law  I  prepared  a 
letter  for  the  signature  of  the  Secretary  of  AVar  protesting  against 
the  change  in  the  arrangement,  and  recommending  that  the  procedui-e 
set  forth  in  the  House  bill  be  adopted  as  the  procedure  to  be  followed. 
The  Secretarj^  of  War  was  away,  and  the  letter  was  returned  stating 
that  it  w^as  too  late,  which  was  the  fact  in  the  case,  to  take  action. 
After  the  bill  became  a  law,  I  was  selected  to  represent  the  Secretary 
of  War  in  conference  with  the  representatives  of  the  Treasury  De- 
partment in  handling  this  new  activity.  The  first  question  that  came 
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up  was  the  question  of  the  money  withheld  for  allotments,  or  it  was 
^Ith  particular  reference  to  the  allotments.  The  law  P^-ovided  that 
the  anotmaits  or  the  money  withheld  and  which  was  to  be  P'^id  U> 
the  beneficiary  of  the  soldier  and  which  was  denominated  an  allot- 
ment, diould  L  transferred  to  the  Bureau  of  War  Risk  Insurance  of 
the  Treasury  Department  as  it  was  taken  out  from  the  pay  of  the 
soldier.  The  aUotment  is  handled  in  this  way :  A  soldier  has  $15 
as  hS  ^iompulsory  allotment,  which  must  be  withheld  Irom  his  pay, 
and  that  is  charged  against  him  on  the  roll. 

Now,  this  law  was'to  go  into  effect  Nov^ber  1,  and  i  was  ap- 
proved October  6,  1917.  Therefore,  there  was  little  time  left    1^  or 
fhe  inonVh  of  November,  the  money 'on  this  $15  aHotment  would  not 
be  earned  until  the  last  dav  of  November,  and  under  the  law  nioney 
accounts  must  be  submHt^in  the  mail  not  later  than  the  20th  of  the 
iccee  ling  month,  so  that  the  coUection  of  that  $15  from  the  soldier's 
pav  for  November  would  not  be  cov«red  except  m  a  money  account 
that  M^uld  not  be  put  in  the  mail  until  the  20th  of  December 
Allowing  two  weeks  to  reach  the  office,  it  would  be  sometime  about 
the  last  "of  January  or  into  February  W<«e  .the  accounte  could  be 
examined,  and  that  specific  amount  determined  and  the  amount 
tnm  feired  to  the  TreSanr  Department  for  the  use  of  the  Bureau 
of  War  Eisk  Insurance.  Afore  Nov«nber  1,  even,  ^e  re^s  re- 
ceived from  the  Treasury  Department  at  the  Wiir  Depii*»«^t  for 
the  payment  of  those  compulsory  allotments  and  the  number  of  W- 
nuests  deceived  from  the  field  became  rery  alanmugj  and  it  was 
?e-di7ecl  That  if  it  was  delayed  until  the  actual  collections  could  be 
madelandXn  reported  to  the  Bureau  of  War  Ri^  ^sutanoe,  there 
^-ould  be  two  or  three  months  intervening  before  Ije  idlotments  could 
be  paid  to  the  beneficiaries,  which  woull  defeat  the  purpose  of  Con- 
ffress  in  giving  immediate  relief  to  the  familieB. 
^I  made  the  original  recommendation  in  that  .case,  which  WM  the 
procure  that  ^^^ls  adopted,  and  that  was  that  on  the  m««st  of 
the  Secretary  of  the  Treasury  we  should  advance  from  the  pay  of 
the  Army,  which  was  an  appropriation  under  my  co'^^l'^^^'ff 
in<^  the  Quartermaster  General,  to  the  Bureau  of  Wur 
surance  a  sufficient  amount  to  enable  them  to  pay  th^'^^^^ 
at  the  end  of  November,  and  so  on  for  each  month.  That  V^^^ 
was  approved.  The  Secretary  of  the  Treasury  asked  for  an  advance, 
Tnd       original  advance,  I  think,  was  $15,00(.,000.   That  «  to  say, 
we  loaned  it'to  the  Bureau  of  War  Risk  Insurance  so  that  they  conld 
proceed  to  pay  the  families.    Now,  as  to  giving  credit  ^r  that 
Liount-and  here  is  the  matter  m  which  this  committee,  1  take  it 
for  ™ted,  is  mainly  interested-the  method  was  this:  In  the  fiifld 
soldfers  had  various  classes  of  charges  against  tliem—  ^ 
The  Chairman  (interposing).  Excuse  me  General,  right  there. 
You  say  that  you  loaned  it  to  the  Bureau  of  War  Risk  Insurance. 
Do  you  mean  specifijcally  that  it  was  in  the  nature  of  a  loan  rather 
than  an  advance  to  them  ?  j  •     i  i^„„ 

Gen  Lord.  It  was  an  advance.  It  was  purely  and  simply  a  loan 
for  the  time  being  untU  we  could  find  out  how  much  was  due  them. 
An  advance  might  answer  the  purpose  just  as  well.  We  knew,  of 
course,  that  a  great  deal  more  than  that  would  be  due,  so  that  it  was 
a  safe  adTmoe. 
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Mr:  Carter.  You  did  not  expect  to  be  paid  back? 

@en.  Lord.  No,  sir;  we  simply  advanced  them  something  to  do 
Inisiness  with  until  the  necessary  adjustment  could  be  made  later. 

Mr.  Andrews.  You  made  it  as  an  advance  and  entered  it  as  an  ad- 
vance upon  the  records  in  your  office,  knowing  that  what  you  had 
advanced  w<>uld  be  less  than  the. amount  due? 

Gen.  LoBD.  Yes,  sir :  exactly. 
.  The  Chairman.  Who  has  the  final  word  as  to  the  amount  that  is 
due  from  the  War  Dei)artment  to  the  Bureau  of  War  Eisk  Insur- 
ance— you,  as  the  director  of  finance  ? 

L(»a>.  The  Auditor  of  the  War  Department. 
'  Mr.  Anubews.  I  think  that  is  a  vital  point,  and  1  think  if  we  had 
in  the  record  this  statement  that  we  have  already  received  from  the 
Secretary  of  War  and  the  Secretary  of  the  Treasury,  that  one  Avould 
check  right  into  the  other.  I  think  this  is  a  very  material  point, 
and  I  apprehend  that  on  that  point  we  are  going  to  find  occasion 
for  liiox^  inquiry  and  for  more  otretul  ijftirei^^ation  tbafli  upon  al- 
most ainr  other  point. 

The  CBAiiocAsr.  It  amm  stnuage  to  me  th^t  the  auditor  had  that 
authori^. 

Gen.  kiSwy.  He  always  has  had  it. 

The  Cmajxmax.  I  had  the  notion  that  the  auditor  edmply  passed 
on  an  aeeount  as  to  its  correctness 

Gren»  Idmh  And  on  moBeys  traosferred  to  meet  ^.<proper  de- 
mands of  the  various  appropriations. 

Mr*  AjmBoms.  Has  the  Auditor  for  the  War  Department  made 
x«gular  settlements  of  your  depofidts  of  tiiese  fuiiKkt  in  the  Treasury? 
^en.  Loan.  In  tibe  case  of  in^irance  premiums,  yes,  sir  j  hut  in  the 
case  of  allotments,  I  do  not  kiipw^^ut  I  Hamk  mU  However,  I  milk 
elaborate  on  that  as  I  proceed.  / 

Mr.  Andbews.  I  do  not  want  to.  iaterlece  with  y^opr  plan  of  disousr 
sion,  but  I  want  that  point  taken  into  coimdaratum. 

Gen.  LoBD.  I  want  your  queeiions.  ... 

Mi*.  Andrews.  I  do  not  want  to  intwiere  with  tbe  {dan  of  jom 
statement. 

Gen.  LoKD.  We  come  to  ihe  abstracts  of  the  soldiw  in  the  fieldi  and 
there  were  finally  five  classes  of  deductions  to  malte,  classes  A,  B,  C, 
D,  and  E.  Class  A  deduction  was  for  the  compulsory  allotment 
under  this  act;  class  B  deduction  was  the  voluntary  aUotment  under 
this  act ;  class  C  deduction  was  the  insurance  premium  for  the  Gov- 
ernment insurance ;  class  D  deduction  was  for  t^  insurance  preminins 
for  the  jH-ivate  insurance;  and  class, E  deduction  was  for  the  War 
Department  allotment,  which  had  nothing  to  do  with  the  Bureau  of 
War  Risk  Insurance,  that  being  the  allotment  for  liberty,  bonds, 
savings  institutions,  etc. 

Mr.  Carter.  Those  were  all  the  deductions  that  could  be  made, 
and  they  were  deductions  that  had  to  be  made  i 

Gen.  Lord.  If  it  was  an  allotment,  yes.  sir.  Those  five  allotments 
were  the  only  allotments  that  we  recognized.  In  any  other  way  the 
soldier  would  have  to  send  the  money  himself,  whereas  in  these  ways 
we  handled  the  money  for  him.  We  prepared  an  abstract  sheet 
which  covered  all  these,  allotments— that  is,  to  show  the  Avork  in  the 
field,  and  under  the  agreement  with  the  Bureau  of  War  Risk  Insur- 
ance, or  with  its  representatives,  we  provided  that  the  application 
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for  insurance,  the  application  for  tiie  voluntary  aUotments,  md  tiieir 
i*egular  form  for  compulsory  allotment  should  not  come  to  our  office^ 
but  should  go  direct  to  the  Bureau  of  War  Bisk  Iii^urance,  because 
x^e  wanted  to  save  time. 

Mr.  Anihcews.  In  other  words,  you  insisted,  or,  at  least,  agreed  on 
a  plan  that  would  leave  to  the-bureau  tJ^  thingi^  that  bdk>nged  under 
the  law  to  the  bureau? 

Gen.  Lord.  Yes,  sir. 

Mr.  Andrews.  And  you  held  to  the  things  that  und^  the  law  be- 
longed to  you? 

Gen.  Lord.  Yes,  sir.  Then,  following  out  that  procedure,  we 
agreed  to  send  a  signed  copy  of  the  abstract,  which  showed  each 
month  by  name  the  amount  withheld  from  the  pay  of  each  soldier 
for  his  compulsory  allotment,  for  his  voluntary  allotment,  for  Ms 
insurance  with  the  Government,  and  for  his  insurance  with  private 
companies.  We  would  get  that  dix'ect  from  the  field,  and  it  showed 
that  the  amount  was  authoritatively  withheld,  because  it  was  signed 
by  the  officer  responsible  for  the  withholding. 

Mr.  AxDREAvs.  Was  the  sijrned  paper  sent  to  the  auditor? 

Gen.  Lord.  The  signed  paj^er  went  to  tlie  bureau. 

The  Chairman.  Is  tliis  the  paper  you  refer  to  [indicating]? 

Gen.  Lord.  Yes.  sir;  tliat  is  it. 

The  Chairman.  This  paper  is  marked  "Exhibit  B." 

Gen.  Lord.  Under  our  allotment  system,  which  we  had  operated 
for  years,  we  had  a  double-story  card.  On  the  upper  part  of  the 
card  we  would  make  a  record  of  the  payment  of  the  allotment — 
paid  by  such  an  officer  on  such  a  date,  so  mucli  money.  When  the 
abstract  was  receiAed  in  our  office  from  the  field,  or  our  class  O 
allotment,  which  Avas  a  War  Department  allotment,  then  we  would 
put  under  it  if  it  was,  say,  for  the  month  of  January,  a  card  that 
would  show  the  amount  paid,  the  date  on  which  paid,  the  officer 
paying  it  to  the  allottee,  or  the  soldier's  allottee. 

Tlieu,  as  the  abstracts  came  in  we  would  check  from  the  abstracts 
tlie  amount  withheld  for  the  month,  the  name  of  the  officer  who  with- 
held it.  etc.,  so  that  if  it  were  for  $15  it  would  be  balanced  by  $15 
there,  and  so  on  in  the  same  way  month  after  month.  If  an  abstract 
should  come  in  that  did  not  sKow  the  withholdings  

Mr.  C-ARTER  (interposing).  I  think  that  at  this  point  it  would  be 
well,  if  the  chairman  is  willing,  to  get  into  the  record  a  statement 
showing  where  this  abstract  comes  from. 

Gen.  Lord.  The  abstracts  were  sent  direct  by  the  disbursing  officer 
to  the  Bureau  of  War  Risk  Insurance — that  is,  by  the  man  who  paid 
the  roll  and  was  responsible  for  taking  out  the  money  from  the  sol- 
.  dier's  pay. 

The  Chairman.  How  many  copies  of  these  abstracts  Avere  there? 

Gen.  Lord.  In  this  country  there  were  four  of  them.  One  always 
comes  through  with  the  money  accouixt,  and  that  goes  to  the  aucUtor* 
That  is  the  original. 

Mr.  Andrews,  I  want  to  know  the  relationship  of  them. 

Gen.  Lord.  One  comes  to  the  office  of  the  director  of  finance  with 
the  money  account.  We  examine  it,  and  it  goes  to  the  auditor  with 
the  disbursii^  account  for  the  money.  Another  is  sent  direct  to  the 
Bureau  of  Wmr  Eis^  Inpunmiice,  ancl  one  .ig  ^mtaiii^d^iii-^^t^'fitw  or 
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records.  In  France  all  during  the  war  we  could  not  send  anv  with 
the  money  accounts,  but  we  provided  that  a  copy  of  the  aostract 
should  be  sent  to  the  Bureau  of  War  Risk  Insurance,  so  lliat  there 
was  furnished  to  them  a  copy  of  every  abstract  tliat  was  issued  by 
disbursing  officers  here  in  this  country  or  overseas. 

Mr.  Andrews.  It  was  a  copy  that  was  furnished  to  them? 

Gen.  Lord.  It  was  a  signed  copy,  and  we  required  that  it  diould 
be  a  carbon  copy,  so  that  it  would  be  an  exact  replica  of  the  original 
that  goes  to  the  auditor. 

Mr.  Andrews.  The  one  that  goes  to  the  auditor  is  the  official 
document  ? 

Gen.  Lord.  It  is  the  original  one.  That  is,  it  is  the  first  type- 
written copy,  and  consequently  the  best  copy. 

Mr.  Andreavs.  It  is  the  document  that  would  have  oontarolling 
force  in  case  of  am^  legal  contention. 

Gen.  Lord.  Yes/ sir;  that  is  the  only  one  that  is  recognized  by 
the  Treasury  Department. 

Mr.  Andrews.  As  a  matter  of  law. 

Gen.  Lord.  Yes,  sir;  as  a  matter  of  law. 

The  Chairman.  Is  that  the  fact,  that  it  is  the  only  one  ttiat  would 

be  recognized  by  the  department? 

Gen.  Lord.  It  is  the  only  one  that  woidd  probably  be  recognized 
by  the  Treasury  Department,  and  the  Bureau  of  War  Risk  Insurance 
is  a  branch  of  the  Treasury  Department. 

The  Chairman.  Why  would  not  these  others  be  just  as  good  eyi- 
dence  as  that  copy  ? 

Gen.  Lord.  They  are:  but  it  is  the  only  one  that  the  auditor,  who 
has  the  final  word  on  whether  the  payment  has  been  properly  made 
or  not,  would  recognize.  The  auditor  would  want  to  recognize  the 
one  that  comes  with  the  money  account,  which  is  the  original,  for  his 
decision. 

The  Chairman.  What  I  Ayanted  to  ask  was  Ayhether,  in  case  he 
could  not  find  that  particular  vopy.  and  he  had  one  of  those  others,  • 
would  not  one  of  the  others  be  good  evidence? 

Gen.  Lord.  He  would  accept  it. 

Mr.  Andkews.  As  secondary  evidence? 

Gen.  LoBD.  Yes,  sir;  because  he  has  in  his  possession  the  roll  that 
accompanies  this  record.  He  has  the  roll  on  which  the  soldier  is  paid. 
The  ab^ract  is  only  a  copy,  and  he  has  the  original  record  in  his 
office. 

The  Chairman.  Suppose  the  Bureau  of  War  Eisk  Insurance 
could  not  find  any  evidence  other  than  one  of  those  abstracts  of  the 
pa^  roll?  Would  they  not  accept  that  abstract  of  the  pay  roU  as 
evidence? 

Gen.  Lorn  There  is  no  question  about  that 
Mr.  ANMffiWS,  As  secondary  evidence? 

The  Chah^man.  I  do  not  know  what  yea  nmai  by  '^secondary  evi- 
dence." 

Mr.  ANoinws.  The  best  evidence  would  be  the  roll  that  came  regu- 
larly fnm  the  officer  who  pays  the  money,  and  that  came  to  the  de- 
partmmt  with  the  money  account,  and  that  is  sent  to  the  auditor  for 
s^Alement.  That  is  the  legal  document,  and  it  is  the  document  upon., 
whidi  feaal  settlemi^it  would  be  made  and  upon  which  the  comp- 
troller, in  case       ^pltiS^GMi  of  appeal  sliould  be  raised,  would  refy. 


64:  WAR  BISK  IIJSURANCE  BUEKAU. 


t 


The  comptroller  would  call  first  for  this  document  that  went  to  the 
auditor,  and  if  that  could  not  be  produced,  then  one  of  those  other 
documents,  if  available,  would  be  used,  or  it  nught  be  accepted  in  lieu 
of  the  primary  evidence. 

Mr.  Cakter.  It  w  ould  be  prima  facie  eyideiice  ? 

Mr.  ANDREWS.  Yes. 

The  Chairman.  Let  us  get  that  clear,  because  I  think  it  is  vital. 
What  do  you  mean,  Mr.  Andrews,  by  secondary  evidence? 

Mr.  Andrew^s.  I  mean  this :  That  stands  as  the  copy  that  goes  to 
the  Bureau  of  War  Risk  Insurance  and  the  copy  back  in  the  office  of 
the  paying  officer  in  the  field.  Now,  if  the  originals  are  lost,  as  some- 
times they  are,  in  transit^  by  reasoa  ot  a  tire,  the  colU^ipu  gi  a 
terain  

Mr-  Cabtbr  (interposing).  Or  lost  in  the  mail  ? 

Mr.  Andrews.  Or,  you  may  say,  they  are  lost  in  the  mail.  Sup- 
pose the  mail  bums,  as  has  frequently  happened;  suppose  it  happens, 
as  happwed  in  connection  with  the  sending  of  mail  from  Honolulu 
some  years  ago,  on  a  vessel  that  went  down  in  the  harbor  of  San 
Francisco;  then  the  documents  back  in  these  other  offices,  or  that  had 
been  forwarded  to  some  other  office  and  not  on  that  ship,  would  l?e  the 
evidence  in  the  case. 

Hie  Chairman.  But  it  would  not  have  aa  mueh  weight  as  the  pri- 
mary evidenced 

iUbr.  AiYDREWS.  Not  as  much  weight  as  in  the  ordinary'  course  of 
procedure.  The  document  that  becomes  the  final  paper  would  be  the 
one  that  comes  from  the  payii^  iMwt  to  the  War  Department  and 
to  the  auditor  for  final  settlement,  upon  which  credit  would  be  given 
h\  the  auditor  for  the  disbursement  of  the  mao^y.  That  would  be 
the  best  evidence* 

Mr.  Cakteb.  Would  not  this  be  the  case:  One  would  be  incontest- 
able and  the  other  prima  facie  evidence? 

Mr.  Andrews.  Well,  that  is  a  pretty  good  way  to  express  it. 

Gen.  Lord.  The  original  record  is  the  roll,  of  which  the  abstract  is 
a  copy.   That  is  the  primary  evidence. 

The  Chairman.  But  you  gentlemen  keep  raising  a  question  here 
which  I  think  ought  to  be  cleared  up.  If  the  abstracts  whidi  go  to 
the  Bureau  of  War  Risk  Insurtoice  afe  contestable  evidence,  then 
they  are  of  lesser  importance  than  the  originals.  Now,  as  I  under- 
stand it,  you  can  not  contest  one  of  these  abstracts,  because  if  they 
have  an  abstract  there  it  is  absolute  evidence  that  the  insurance  or 
the  allotnient.s  Avere  taken  out. 

Mr.  Carter.  jVIay  I  make  this  suggestion?  Would  not  the  abstract 
be  prima  facie  evidence  of  such  a  character  

Mr.  Amdkews  (interposing).  Xot  the  abstract,  but  it  is  the  voucher 

itself.  1  •#  it. 

Mr.  Carter  (continuin^r).  That  it  could  only  be  contested  if  tfie 

original  document  is  not  with  tlie  case? 

Gen.  Lord.  Yes.  *  *       •  i  # 

Mr.  Andrews.  If  you  produce  the  original  document  alongside  of 

the  other  and  they  do  not  agree,  the  original  document  controls. 
The  Chairman.  That  clears  it  up. 

Mr.  Andrews.  IVIore  than  that,  the  accounting  officer  would  he 
insisting  upon  the  presentation  of  the  original  document  and  would 
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not  accepfc  the  other  until  it  is  shown  that  the  original  doc  ument  can 
not  be  produced;  when  that  is  shown,  then  tins  other  evidence  will 
be  scceptedj  and  in  that  sense  it  might  be  called  secondary  evidenic. 

Mr.  Qaam.  Let  me  clear  it  up  m  my  own  mind.  This  copy  can 
only  be  ctaatested  by  tlm  (niginal! 

Gen.  Lord.  Yes. 

Mr.  GABXiaK.  I  see. 

The  Chaikman.  That  makes  it  clear.  x  i  i 

Mr.  Anwiewb.  Let  me  c«11  attention  to  this  point,  because  1  tliink 
it  is  materiid :  The  Bureau  of  War  Bisk  Insurance,  on  this  financial 
statement  from  the  Treasury,  does  not  stand  charged  with  money  to 
its  credit  on  the  basis  of  these  documents  sent  to  the  bureau :  they 
stand  charged  primarily  upon  the  record  of  money  deposited  and 
coming  to  ^em  through  the  evidence  in  the  division  of  public  moneys 
and  the  division  of  bookkeeping  and  warrants;  and  upon  the  books 
of  the  department,  when  the  necessary  warrant  issues,  a  debit  is 
entered  and  the  money  stands  against  the  bureau,  and  the  bureau  has 
to  answer  for  it.  That  is  where  it  gets  its  charge ;  it  does  not  get  its 
charge  on  the  basis  of  these  copies  of  abstmcts  that  are  seat  volun- 

tarilv  from  the  field.  .  j  • 

Gen.  Lord.  I  think  if  you  will  allow  me  to  eoatmue  my  desanp- 
tion  of  the  procedure  it  will  give  you  a  line  on  the  statement  you  have 
just  made,  Mr.  Andrews.  Reverting  to  the  double  card^that  was  an 
agreement  tliat  was  entered  into  with  the  Bureau  of  War  Risk  In- 
surance that  thev  would  set  up  a  shnilar  method  of  reeocd  in  the 
bureau :  that  theV  would  put  on  that  card  each  payment  that  was 
made;  that  tliev  wouhl  have  a  card  for  e«ch  man,  eadi  soldier,  and 
they  woukl  charge  on  that  card  the  amount  paid  in  a  oeatain  monm; 
then  from  tlie  abstract  as  it  came  in  they  would  complete  the  reoord 
with  a  statement  of  the  amount  withheld  from  the  soldier  for  that 
month  and  the  name  of  the  officer  Avithholding  it,  with  any  otiier  «ieh 
data  as  thev  thought  necessarv  to  complete  the  story.  Now,  I  unde^ 
stand  thev  'did  not  do  that ;  that  is,  the  abstracts  came  in  from tte  field 
as  agreed  upon,  but  that  they  were  unable,  under  the  press  of  busi- 
ness, to  make  a  proper  record  from  the  abstracts,  and  that  for  some 
months  they  made  no  use  whatever  of  the  abstracts.  Now,  as  to  the 
question  of"  accounting  for  the  advances  made  to  the  bureau  on  the 
request  of  the  Secretarv  of  tlie  Treasury,  prior  to  receiving  the  record 
Avith  reference  to  the  withholding  of  money,  we  made  a  charge,  of 
course,  on  our  books  that  so  much  money  from  pay  of  the  Army  had 
been  transferred  to  tlie  credit  of  the  Bureau  of  War  Risk  Insurance 
for  the  pavment  of  allotments. 

As  these  abstracts  came  in.  we  totaled  the  abstracts  and  charged 
those  particular  abstracts  or  credited  them  against  the  amount  that 
we  had  advanced  so  as  to  keep  some  tab  on  that  which  we  really  owed 
them  on  account  of  actual  withholding:  tlien  the  abstracts,  as  we 
completed  the  analysis  of  them,  went  to  the  auditor  so  that  the 
auditor  bad  in  his  possession — and  the  auditor's  office  is  a  branch  of 
the  Treasury  Department,  the  same  as  the  War  Risk  Insurance 
Bureau  

The  Chairman  (interposing).  Excuse  me  just  a  minute.  Do  you 
not  think  these  ought  to  be  marked  and  go  in  as  exhibits  in  connec- 

17882#— 20  6 


66 


WAR  RISK  IIsSURAXCE  BUREAU 


tioii  Avith  wliat  you  say,  so  that  there  can  be  no  misiuKlerstanding 
[indicatinj^]  ? 

(ien.  Loim.  These  have  no  particular  bearing  upon  this  hearings 
The  card  you  want  is  the  allotment  card  in  Col.  Boschean\s  office. 
This  is  merely  the  checking  up  of  the  abstracts  as  they  go  through, 
and  I  will  file  with  the  committee  as  a  part  of  this  hearing  copies  of 
.the  allotment  cards. 

The  Chahoiax.  That  is  all  right. 

Gen.  LoKu.  Thev  are  merely  in  my  office  to  keep  track  of  the  ab- 
stracts as  thev  go 'through  and  are  used  in  ctmnection  with  the  final 
working  out  of  the  problem.  Now,  I  find  from  my  books  that  we 
have  transferred  to  the  Bureau  of  War  Risk  Insurance  $269,000,000 
out  of  pay  of  the  Armv,  $72,000,000  to  cover  the  period  from  Novem- 
ber 1,  1917,  to  June  30,  1918,  and  $197,000,000  to  cover  the  period 
from  July  1,  1918,  to  June  30,  1919.  There  has  also  been  transferred 
to  the  account  of  the  Bureau  of  War  Risk  Insurance  $100,000,000  to 
cover  the  premiums  for  insurance. 

Now,  this  $100,000,000  was  made  by  a  transfer  of  appropriations 
by  an  officer  for  the  War  Department  maldng-  his  checka^e  pre- 
sumablv  against  the  rolls  and  abstracts  submitted  to  him  from  the 
office  of  the  Director  of  Finance,  and  makiug  a  transfer  of  $100,- 
000,000  to  cover  the  premiiuns.  In  the  case  of  premiums  for  insur- 
ance there  was  no  need  for  our  making  advances,  so  that  we  have 
not  done  that  in  the  same  way  that  we  have  made  advances  to  cover 
allotments,  but  this  transfer  is  one  made  by  the  auditor  presumably 
in  pursuance  of  the  plan  set  up,  that  as  the  rolls  come  in  he  shall 
figure  how  much  belon^d  to  the  Bureau  of  War  Bisk  Insurance  and 
make  a  transfer  accordingly. 

Mr,  Andrews-  Do  you  get  the  settlement  notices  from  the  auditor 
for  these  amounts  that  have  been  covered  in?  What  I  mean  is  this: 
For  instance,  you  send  in,  say,  $50,000  or  $100,000,  as  the  case  may 
be;  does  he  give  you  a  settl^^t  notice  with  reference  to  the  settle- 
ment of  that  account? 

Gen.  Lord.  He  would  in  every  case  where  he  had  totaled  the 
amount  and  made  Uie  transfer ;  whether  he  has  been  doing  it  regu- 
larly or  doing  it  as  he  did  with  the  insurance  premiums,  wait  until 
a  certain  amount  accumulated  and  then  make  the  transfer,  I  do  not 
know* 

Mr.  Andrews.  But  he  does  make  a  settlement,  as  you  understand? 
Gen.  Lord.  Well,  I  think  so,  but  my  only  real  inf  ormalioi  is  that 
he  is  supposed  to. 
Mr.  Andrews.  Certainly. 

Gen.  Lord.  And  he  has  done  it  ha  the  case  of  the  insurance  pre- 
miums. .     1  -  -r* 

Mr.  Andrews.  The  only  point  m  my  asking  that  is  this:  If  your 
office  has  the  settlemeiit  notices  it  will  be  a  very  easy  matter  to  locate 
the  record  in  the  auditor's  oflfoe  without  consuming  time? 

Gen.  Lord.  I  will  ascertain  the  procedure  that  is  being  followed 
in  that  case  and  insert  it  in  the  record. 

The  Chairman.  How  does  the  Bureau  of  War  Risk  Insurance 
ascertain  what  is  due  from  the  Wvf  Department  for  premiums? 

Gen.  IjOrd.  Insurance  premiums? 

The  Chairman.  Yes. 
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Gen.  I.oiio.  They  do  not  know  how  much  has  been  withheld  from 
the  soldier  and  from  the  officer,  only  as  the  auditor  gets  it  from  the 

record  itself  and  makes  the  transfer- 
Mr.  Andrews.  And  that  ^oes  upon  the  books  of  the  division  of 

bookkeepinor  and  Avarrants? 

Gen.  Lord.  Yes. 

Mr.  AxDKEAvs.  And  it  is  an  easy  matter  to  go  to  the  records  in  the 
division  of  bookkeeping  and^warrants  and  get  that  information? 
Gen.  Ix)RD,  .Yes. 

Mr.  Andrews.  And  that  is  the  only  Avay  you  can  ascertain  the 
actual  debit  standin<r  le<rally  against  the  bureau? 
Gen.  Lord.  That  is  right. 

The  Chairman.  Could  not  they  ascertain  that  from  these  abstracts 
of  the  pay  rolls  if  they  kept  a  check  on  these  abstracts? 

Gen.  Lord.  They  could  ascertain  it  just  as  we  can  ascertain  our 
own  allotments;  they  not  only  can  ascertain  how  much  has  been 
withheld  in  that  Avay  but  Ave  can  tell  them  that  at  any  time,  because 
we  are  totalinof  our  accounts  and  charging  them  against  the  money 
Ave  have  advanced  them  for  their  allotments.  But  here  is  one  thing 
•that  Avould  also  develop  and  Avhich  shoidd  be  and  nmst  be  developed, 
and  that  is  the  fact  that  the  money  may  not  haAe  been  withheld, 
because  if  they  ai'e  not  doing  it  no  one  is  doing  it.  Under  our  system 
of  keeping  the  allotments  Ave  check  against  the  abstract  and  against 
the  roll  itself,  and  we  may  find  that  Ave  have  paid  for  this  month 
of  October,  but  that  as  the  rolls  come  in  later  Ave  find  the  money  av^is 
not  Avithheld  from  the  soldier  f(u-  the  month  of  October,  probably 
through  the  blunder  of  the  olheer  Avho  made  out  the  l  oll. 

The  Chairman.  That  is  the  ])art  T  had  in  mind.  Hoav  can  the 
Bureau  of  War  Kisk  Insurance  find  out  Avhat  has  not  been  with- 
held unless  it  keeps  a  check  on  these  abstracts? 

Gen.  Lord.  They  can  not,  and  it  was  j^lanned  

Mr.  Akdhsws  (interposing).  And  tlie  abstracts  are  of  no  value  to 
them  ? 

Gen.  Lord.  That  is  right. 

The  Chairmak.  Now,  in  order  that  we  may  get  this  straight,  what 
did  you  mean  by  that,  Mr.  Andrews,  that  the^  abstracts  are  not  of 

any  value  to  them? 

Mr.  Andrews.  I  mean  so  far  as  the  determination  of  the  amount 
of  money  that  is  dne  the  bureau  is  concerned.  The  bureau  is  not  in 
a  position  to  decide  that;  that  is  decided — — 

The  Chairman  (interposing).  Let  me  ask  a  question  right  there. 
P^t^ps  I  have  not  made  myself  clear  about  it,  but  I  want  in  some 
Way  to  get  it  definitely  into  the  record  of  what  value  those  ab- 
stracts of  the  pay  roll  are  to  the  Bureau  of  War  Risk  Insurance? 
Every  time  I  come  up  to  that  somebody  injects  a  question  which 
kaodks  out  what  I  think  is  the  value  of  those  abstracts.  Now,  will 
you  state,  General,  whether  or  not  those  abrtracto  of  the  pay  roll 
that  go  to  the  Bimftu  of  War  Risk  Insurance  are  of  any  value? 

Gm.  Ix>RD.  In  the  first  place,  they  are  of  yalue  if  they  did  noth- 
ing more  than  give  the  total  due,  because  an  abstract  jrives  the 
amount  that  is  carried  on  the  abEd;ract  as  certainly  due  the  bureau. 
Again,  if  tiie  abfiiracts  were  properly  analyssed  and  carded  they 
wmi)d  inform  the  burrau  in  all  cases  whero  they  are  paying  an 


68 


allotment  or  paving  an  insurance  premium  and  where  money  has 
not  been  withheld  from  the  soldier  or  officer. 

The  Chaikmax.  Well,  now,  General,  will  you  tell  us  whethw, 
from  your  knowledge  of  the  operations  of  the  War  Risk  Insurance 
Bureau,  they  have  kept  any  check  on  these  abstracts? 

(ien.  LoRo.  1  do  not  know  and  I  am  not  in  a  position  to  know,  but 
1  do  not  think  they  have. 

Mr.  Andrews.  May  I  take  this  supposition?  Suppose  the  bureau 
should  total  on  its  cards  in  advance  $100,000  for  a  .^ven  period, 
according  to  those  abstracts;  suppose  that  when  the  auditor  makes 
his  final  settlement  and  the  entry  is  made  upon  the  books  of  the 
Division  of  Bookkeeping  and  Warrants  there  appears  to  be  only 
^99,000  on  the  books.  Now,  these  abstracts  that  have  gone  forward 
to  the  Bureau  of  War  Kisk  Insurance  would  be  helpful  in  point- 
ing out  a  discrepancy,  and  in  goin^  back  to  chedc  ihiem  records  and 
locating  the  error;  to  that  extent  tney  would  be  very  hid^ful,  but  if 
it  finaUy  appeared  tJmt  $99,000  wi^  the  amount  appearing  on  the 
hoe^  of  ib^  Apartment  that  would  foe  fimd  and  coaclu^vel 

Oen.  Lorn  That  is  right. 

Mr.  Andi^ws.  And  we  would  have  to  staiid  far  tiiat,  and  even 
though  the  totel  should  be  $100^000  upon  these  advaaice  notices  in 
the  office  of  the  bureau,  we,  as  a  committed,  could  hold  the  bureau 
to  account  for  only  $99,000,  the  aooount  audilad  and  found  upCNa 
the  books  of  the  department? 

.The  CaAiBHAK.  Mr.  Andrews,  is  it  your  ooiit^ion  i^di  these 
abstracts  are  not  of  any  value) 

Mr.  Anixkews.  Oh,  no;  I  do  not  c<»itend  that;  they  am  helpfid  in 
guarding  against  mistimes,  and  when  discrepancies  do  appear  they 
will  be  very  helpful  in  going  back  and  tracix^  the  records  and  locat- 
ing a  mistake  and  correcting  it  wherever  it  mav  appear,  and  in  that 
particular  they  are  very  valuable,  but  they  will  check  their  books  as 
a  finality  from  the  records  in  the  division  of  bookkeeping  and  war- 
rants; that  is  the  final  record  and  that  is  the  controlling  record. 

The  CHAiRMA>r.  From  the  evidence  before  the  committee,  Mr.  An- 
drews, it  appears  that  the  Bureau  of  War  Ri^  Insurance  has  not  paid 
any  attention  to  these  abstracts?     .  . 

Mr.  Andrews  Well,  that  may  be;* but  I  did  not  care  to  take  up  the 
discussion  of  that  point  until  we  hear  &om  the  officers  of  the  bureau 
directly  upon  that  point. 

Mr.  Begg.  Do  you  have  any  way  of  knowing  who  took  out  the 
])reiniiims?  Say  that  a  soldier  boy  signed  for  insurance  and  $5  or 
$5.90— it  does  not  make  anv  diflference  what  the  amount  it— was 
supposed  to  be  taken  out  of  h^  pay.  Where  was  that  taken  out, 
General  ? 

Gen.  Lord.  In  the  field  where  the  man  was  paid. 
Mr.  Begg.  It  Avas  not  taken  out  on  this  side;  that  is,  for  a  soldier 
abroad;  it  was  not  taken  out  on  this  side? 

(ien.  Lord.  It  was  taken  out  over  there  and  reported  here. 
Mr.  Begg.  Who  took  it  out? 

Gen.  Lord.  The  disbursing  officer;  the  man  who  paid  him  on  the 
roU. 

Mr.  Begg.  The  man  who  paid  him? 

Gen.  Lord.  Yes.  sir.  The  form  is  just  tliis:  A  soldier  orets  $30  a 
month  and  if  he  is  overseas  $33,  $3  additional  for  his  foreign  serv- 


ice,  and  there  is  to  he  diarged  a^ainat  Jsmi  ^  $1^  insuiwce  premium. 
The  comman<ting  (^Bber  

Mr.  Begg  (interposing).  Who  would  that  be? 

Gen.  Lord.  In  the  oaae  oi  a  r^uiieiit  it  would  be  the  personnd 
officer  or  if  he  wMe  a  private  in  a  oattery  of  fiold  artillery  k  would 
be  the  battery  commander.  He  sends  tlie  neeeasary  information  up 
to  ^  personnel  offiioer  and  the  pwsonnel  offio»  nwkes  out  the  roll, 
and  he  shows  on  the  roll  that  the  total  pay  due  the  soldier  is  $33; 
he  diarges  him  with  a  $10  insurance  pr^ouum  and  if  there  is  no 
other  chai^  the  man  gets  $23.  The  officer  who  pays  him^  the  dis- 
bursing o^er,  M¥hm  he  ocnnpldies  his  roll  and  sends  m  his  money  ac- 
count, makes  out  an  abstract  and  that  abstract  shows  that  this  sol- 
dier, whatever  his  name  may  be,  had  tak^  from  his  pay  for  the 
month  of  July,  if  that  is  the  month  in  whidi  he  was  paid,  $10  for 
an  insurance  premium.  That  abstract  goes  direct  to  the  Bureau  of 
War  Bisk  Insurance. 

Mr.  Bego.  Does  the  same  man  who  takes  this  allotment  out  or  this 
insurance  preiuifuon  out  make  up  the  pay  roll? 

Gen.  Lord.  He  pays  the  pay  roll. 

Mr.  Begg,  Who  makes  up  the  pay  roll? 

Gen.  Lord.  The  personnel  officer;  ordinarily  the  personnel  officer 
of  the  regiment,  on  information  furnished  by  the  man's  company 
commander  or  his  immediate  commander. 

Mr.  Begg.  There  would  be  no  chance  for  dishonesty  there  unless 
the  dis])ursing  officer  and  the  personnel  officer  were  in  collusion, 
would  there  ? 

Gen.  Tx)Rn.  There  nuist  l)e  connivance  between  the  two;  but  there 
could  be  a  blunder,  of  course. 

Mr.  Begg.  I  understand  that;  but  the  point  I  Avanted  to  establish 
was  whether  there  was  a  check  on  that  so  that  a  man,  if  he  were  so 
inclined,  mi^ht  take  it  out  and  keep  it? 

Gen.  Lord.  Xo;  the  soklier  liimself  has  nothing  to  do  with  it;  the 
money  never  i^ets  into  his  hands. 

Mr.  Begg.  Just  how  can  the  War  Kisk  Insurance  Bureau  determine 
to  whom  insurance  is  payable? 

Gen.  Lord.  That  is  their  own  procedure.  They  have  fixed  laws  and 
regulations  whicli  coA  cr  that. 

Mr.  Begg.  Xow.  one  other  question,  and  this  may  not  be  within 
your  jurisdiction  at  all.  It  jroes  back  to  those  abstracts.  I  have 
heard  the  various  statements  regjardinji:  the  value  of  those  abstracts, 
and  I  would  like  to  ask  what  other  means  than  the  al^stracts  the 
bureau  has  of  knowinof  to  whom  insurance  is  paid  or  is  to  be  paid? 

Gen.  Lord.  The  abstract  does  not  give  any  information  as  to  whom 
it  is  to  be  paid. 

Mr.  Begg.  Docs  not  the  abstract  contain  the  fact  that  a  deduction 
has  been  made  for  the  purpose  of  insurance? 

Gen.  Lord.  Yes;  but  merely  the  fact  that  an  amount  lias  been  de- 
ducted on  account  of  insurance. 

Mr.  Begg.  That  would  be  evidence  that  a  man  was  insured? 

Gon.  Lord.  Yes,  sir.  In  the  Bureau  of  War  Risk  Insurance  they 
have  a  form  of  application  or  a  card  wliich  is  filled  out  by  the  soktiw 
and  signed  by  the  soldier,  and  in  that  he  gives  them  the  necessary  in- 
formation as  to  whom  the  mmianoe  oar  ^  iUl^tme  his  lainily 
shoukl  be  paid. 
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Mr.  Begg.  But  some  of  those  seem  to  have  been  lost;  some  of  those 
5>ig:ned  applications  seem  to  have  been  lost. 
Gen.  Lord.  Yes. 

Mr.  Begg.  And  quite  a  jrreat  many  of  them? 

(len.  LoKD.  Yes.  We  have  had  some  trouble  with  our  allotments 
and  some  of  them  Ave  never  received,  and  tlien  the  assumption  was 
that  perhaps  a  ship  Avas  sunk  in  bringing  thein  over  or  that  they  were 
destroyed  in  the  mails  over  there. 

Mr.  Be(u;.  vSui)pose  a  boy  had  taken  out  insurance  but  his  applica- 
tion had  been  lost  ?    How  could  he  establish  that? 

Gen.  LoHi).  T  ha<l  an  interestinjr  case  before  the  War  Risk  Insur- 
ance Bureau,  but  on  which  I  never  fjot  a  satisfactory  decision.  I 
knoAv  the  ])rincii)!e  involved  in  this  war-risk  act;  it  was  to  give' these 
men  insurance:  not  (mly  tluit,  but  that  Ave  sliould  look  out  for  their 
families  in  order  that  thev  could  be  relieved  of  everA'  anxietA\  and 
that  they  sliouhl  have  the  satisfaction,  Avhen  they  Avent  into  a  fijrht, 
of  knoAving  that  their  dependents  Avere  provided  for.  So  it  has  been 
my  contention  all  the  way  through  that  it  Avas  only  necessary  for 
the  Government  to  know  that  these  men  wanted  insurance. 

^Fr.  BectG.  I  quite  agree  with  you. 

Gen.  IvOKi).  A  case  was  brought  to  my  attention  by  Senator  Cham- 
berlain, that  of  a  younf):  man  who  Avrote  from  a  hospital — ^he  had 
been  Avounded— stating  that  he  had  taken  out  $10,000  of  insurance;  * 
be  said  $1,000  to  Aunt  Kate,  $1,000  to  Aunt  Mary,  and  $8,000  for 
you ;  that  was  to  his  widowed  mother. 

"Well,  they  could  not  find  his  application  anywhere*  although  he 
.stated  he  had  taken  it  out  that  day.  Xotwithstanding  the  fact  that 
his  application  was  lost  I  belieA  ed  that  if  we  could  hare  a  show  down 
we  could  get  a  satisfactory  adjustment  of  the  case,  and  I  s^t  a  man 
from  my  office  to  go  up  and  plead  the  case  before  the  Bureau  of  War 
Risk  Insurance,  the  suggestion  to.  be  that  his  letter,  the  oriffinal,  or  a 
]>hotostat  copy  of  it,  should  be  sttffici^t  evidence  on  which  they 
could  act  and  give  the  mother  the  $8,000,  the  other  two  being  outside 
the  accepted  classes.  And  I  think  they  were  disposed  to  do  that,  to 
accept  that,  just  the  statement  of  the  soldier  over  his  own  signature 
that  he  had  applied  for  insurance.  However,  unfortunately,  or 
fortunately,  it  was  not  acted  upon  because  before  they  reached  a 
decision  they  found  his  application.  Now,  I  have  another  case  up  in 
M'hich  I  am  making  the  same  contention,  and  it  has  the  indorsement 
of  Senator  Chamberlain,  who  has  been  greatly  interested  in  this  war- 
risk  iusurauoe,  and  my  contention  is  that  if  we  can  establish  the  fact 
that  the  man  made  an  attempt  to  take  out  insurance  his  beneficiary 
should  haA'e  it. 

Mr.  Bk<;(;.  Th('  (|uestion  T  was  going  to  ask  was.  Have  you  made 
any  such  contention  and  been  turned  down'^ 

Gen.  LoKD.  T  understood  that  before  finding  this  application  the 
Bui  eau  of  War  Risk  Insurance  had  decided  adversely  on  my  recom- 
mendation. 

^Iv.  Bk(;(;.  And  you  have  not  made  inquiry  as  to  the  reason  why 
thev  I'ofused  to  accei)t  it? 

Gen.  Loiii).  1  did  not,  because  wo  had  another  case  on  ]\and  in  which 
we  wore  getting  additional  information  and  which  we  will  present 
so  as  to  have  that  point  definitely  established. 
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Mr.  Begg.  Would  the  War  Department  accept  as  conclusive  evi- 
dence a  letter  written  by  a  soldier  boy  while  he  was  in  good  health 
to  his  people  back  home  to  the  effect  that  he  had  tal^n  out  $10,000 
of  insurance  if  that  boy  had  been  killed  imd  there  was  no  other  evi- 
dence than  the  letter  written  previous  to  the  action  in  which  he  was 
killed  9  Would  the  War  Department  be  inclined  to  tab»  that  as 
prima  facie  evidence,  without  anything  further,  that  he  had  taken 
out  the  insurance? 

Gen.  Lord.  That  claim  we  would  have  paid,  provided  we  had  had 
the  same  authority  that  the  Treasury  Department  has  to  decide  a 
question  of  that  sort  yes  or  no. 

Mr.  Be(5<;.  Jnst  what  is  tlie  difference  I  etween  the  authority  of  the 
War  Kisk  livuraiue  IJnreun  and  the  authority  of  the  War  Depart- 
ment to  decide  these  claims? 

(ien.  Lo]ii).  We  have  no  authority  to  decide  them.  It  does  not 
atfect  us  one  Avav  or  the  other  from  the  financial  standpoint.  The 
decision  affects  their  disbursements  and  not  ours. 

Mr.  Begg.  The  War  Department,  however,  is  the  department 
charged  with  the  records  of  the  men;  is  not  that  true? 

Gen.  Lord.  Yes,  sir. 

Mr.  Andrews.  From  the  military  point  of  view? 

(ren.  Lord.  Tlie  military  records  of  the  men:  but  we  are  not 
chariicd  witla  all  of  the  records,  because  we  keep  no  record  of  the 
application  for  insurance,  or  of  an  application  of  any  sort  on  the 
Bureau  of  AVar  Ivisk  Insurance. 
•    Mr.  P>EG(;.  You  keep  none? 

(tcu.  Lord.  We  have  none  of  those  records. 

Air.  Eeg<;.  Then,  you  have  in  the  War  De]^artment  no  way  of  tell- 
ing wlu  tliev  a  man  took  out  insurance,  made  an  allotment,  or  any- 
thing of  that  kind? 

Gen.  Loi;d.  Only  as  the  amount  withhold  is  shown  on  the  roU. 

Mr.  Begg.  How  do  you  know  whether  to  take  it  off  or  not? 

Gen,  Lord.  The  record  is  made  by  tlie  soldier's  immediate  com- 
manding]: officer,  who  is  responsible  for  the  correctness  of  the  data 
entered  on  the  roll  which  he  furnishes  to  the  i)ersonnel  officer  of  his 
organization  to  make  out  the  roll.  Before  makinjr  out  the  roll  he 
is  supposed  to  have  very  complete  information  in  the  field. 

^fr.  Be(?o.  Yon  say  they  are  suppofied  to  have  iU  Do  they  have  it 
or  do  they  not  have  it? 

Gen.  Ixmi).  They  do  have  it. 

Mr.  Begg.  How  was  that  information  communicated  to  tlaem,  in 
writing? 

Gen.  Lwo.  The  applicaticm  was  made  out  under  the  direction  of 

the  officer. 

Mr.  Begg.  In  what  form  did  the  commanding  c^cer  get  informa- 
tion as  to  liow  he  dioidd  proceed  in  making  the  applicatimi^  Was 
•it  in  writing,  or  an  order? 

(Jen.  LfORD.  It  was  covered  in  writincr  or  personal  instruction  in 
the  field.  The  Bureau  of  War  Risk  Insurance  sent  out  many  in- 
sarance  workers  and  workers  relative  to  the  compulsory  allotment. 
Theij  had  a  field  force  which  was  estabiiidied  oviN-seas,  opei^ating 
hfere,  there,  and  evMywhere. 
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Mr.  BK(i(;.  AVould  you  think  there  Avas  any  excuse  for  a  comniand- 
\n<j:  officer  to  say  that  he  did  not  understand  what  he  was  to  do  with 
these  a]^plications  after  he  had  received  them? 

(ien.  Loiu).  The  only  excuse  that  he  miglit  have  would  he  that 
uiuh'r  the  ]>ressure  of  the  campai«rn,  under  pressure  of  actual  opera- 
tions in  the  field,  or  under  pressure  at  the  fighting  front,  everything 
of  this  kind  Avas  secondary. 

Mr.  BE(i(;.  If  he  were  not  out  on  the  battle  field,  but  if  he  were  on 
tliis  side,  you  could  see  no  reason  why  he  should  not  understand  the 
orders  ? 

(ien.  Lord.  I  do  not. 

Mr.  Beog.  Any  man  that  was  in  a  commanding  i^osition  ought  to 
have  sufficient  intelligence  to  understand  them? 

(ien.  Lord.  Every  effort  possible  was  made,  not  only  by  the  Bu- 
reau of  War  Eisk  Insurance  but  by  the  War  Dei>artment  and  the 
Xavy  Department,  to  jrive  not  only  to  the  officers  themselves  who 
were  over  the  men,  but  to  the  men  themselves  the  most  complete 
instructions. 

Mr.  Begg.  Do  you  have  any  knowledge  that  any  commanding  officer 
failed  to  return  these  duplicate  or  triplicate  sheets  according  to  in- 
structions? 

(Ten.  LoRu.  I  do  not  knoAv  pers(mally,  but  1  have  l)een  notified  by 
the  Bureau  of  War  Kisk  Ins\irance  of  one  particularly  flagrant  case 
where  the  wlu)le  records  of  a  division  Avere,  I  think,  made  out  on  this 
side  and  carried  overseas,  and  they  were  sent  back  from  over  there. 

Mr.  Bkgg.  Those  applications  Avere  made  in  triplicate? 

Gen.  TjOrd.  Originally  they  were  made  in  triplicate  or  duplicate. 
1  think  the  first  instructions  were  that  tliey  were  to  be  n\ade  in  tripli- 
cate, and  then,  afterwards,  they  were  made  in  duplicate. 

Mr.  Bbgg-  That  is  immaterial,  so  far  as  I  am  concerned,  or  so  far 
as  my  questions  are  concerned.  Whether  they  were  made  in  tripli- 
cate or  duplicate,  do  you  have  any  knowledge  oi  any  commandiiitg 
officer  who  has  kept  both  or  all  three  of  them  ? 

Gen.  LoRP.  ?fo,  sir:  T  have  not  heard  of  that.  We  do  not  handle 
those  applic^ticms  at  all.  None  of  them  come  to  us. 

Mr.  BssGo.  You  haA  e  no  information  as  to  how  ixtany  a^pUcatMina 
for  insurance  failed  to  show  up  ? 

Gen.  Lorn  No,  sir;  but  I  infer  that  there  were  a  good  many  be- 
cause of  the  experience  we  had  with  our  allotment  form.  Hunclreds 
of  them  that  were  properly  made  out  have  never  been  received. 
Some  of  them  came  in  months  afterwards.  It  was  the  same  way  with 
our  Liberty  bonds,  or  we  had  the  same  trouble  with  the  aUotaiAnts 
for  Liberty  bonds.  Hundreds  of  them  we  never  received. 

Mr.  Beqo.  Does  your  department  handle  Liberty  bonds? 

Gen.  LoBD*  Yes,  sir ;  we  had  ^arge  of  the  sales  €»f  Ldberty  bonds  in 
the  Army  all  through  the  war,  and,  incidentally,  we  sold  mora  tihan 
^60,000,000  of  the  five  issues  of  bonds  in  the  Army. 

Mr.  Bkgg*  I  do  not  wiuit  to  change  the  line  of  questioning,  \mi  I 
wish  later  to  ask  you  some  questioais  about  liberty  bonds. 

Mr.  AiTOKBWB.  G^i^ral^  suppose  your  office,  or  the  War  Depart- 
ment, entertained  the  Tiew  that  a  certain  soldier  was  ec^iled  to  iit- 
surance,  and  the  Burean  of  War  Bisk  Jjmxtmoe  held  the  opposite 
view,  it  being  a  candid  difference  of  opinion  upon  the  basis  of  the 
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records.  If  tlie  bureau  should  decide  in  the  negative  would  that  de- 
cision of  the  bureau  be  final  and  conclusive  upon  the  War  Depart- 
ment as  to  thegranting  of  the  insurance  ? 

Gen.  Lord.  There  would  be  nothing  else  to  do.  We  have  no  voice 
in  that  matter. 

Mr.  Andrews.  The  question  of  granting  insurance  is  one  that  has 
been  legally  assigned  to  the  Bureau  of  War  Bisk  Insurance? 
Gen.  Lord.  Yes,  sir. 

Mr,  Andrew^s.  And  not  to  the  War  Department? 
Gen.  Lord.  We  have  no  voice  in  it  at  all. 

Mr,  (tarland.  I  understand  that  the  abstract  you  referred  to  is 
made  up  in  part  at  least  from  the  pay  roll? 
Gen.  Lord.  Altogether  from  the  pay  roll. 

Mr.  Garland.  Is  it  true  tliat  in  a  number  of  instances  the  pay  rolls 

were  lost  ? 

(len.  T^^iin.  I  do  not  know  of  any  case  of  pay  rolls  being  lost.  All 
during  the  Avar  tlie  pay  rolls  were  kept  overseas,  and  we  did  not  get 
them  here.  So  far  as  my  own  office  is  concerned,  I  have  had  no  case 
brought  to  uiy  attention  where  a  pay  roll  has  been  lost. 

Mr.  Garlaxd.  The  immediate  officer,  vou  sav,  has  charge  of  the 
pay  roll,  or  at  least  charge  of  the  settlement  as  to  the  soldier's  right 
to  Y)ay,  etc.  Xoav,  in  a  number  of  instances  it  seems  that  they  were 
not  paid  for  four  months,  and  in  some  cases  not  for  five  months. 

Gen.  Lord.  And  in  some  cases  it  was  even  more  than  that. 

Mr.  Garland.  And  you  say  that  the  immediate  officer  in  a  number 
of  instances  was  killed.  In  a  case  Avhere  all  of  the  immediate  com- 
manding officers  w^ere  killed,  so  that  there  w^as  no  immediate  offiow 
to  certify  to  their  right  on  the  pay  roll,  what  would  happen? 
.  Gen,  Lord.  There  was  one  particular  case  where  the  tram  which 
was  carrying  an  organization's  baggage  was  destroyed,  or  a  numl^er 
of  the  cars  were  destroyed,  and  the  records  of  the  whole  organization 
were  destroyed.  It  was  necessary  then  to  come  back  here  to  The 
Adjutant  General's  Office  and  coi^ies  of  the  originals^  or  ffett  the 
originajs  from  which  to  make  np  new  forms.  The  most  flagrant  and 
the  most  grievous  case  of  failure  to  pay  that  ever  occurred  over  here 
was  in  the  case  of  the  arrival  of  casuals,  or  wounded  and  sick,  fn»n 
the  other  j^de.  They  began  arriving  in  July  and  August  from  over- 
seas, and  some  of  them  had  not  been  paid  for  10,  11,  and  even  18 
months.  My  attention  was  first  called  to  it  by  the  statemedot  that  out 
here  at  Walter  Keed  that  there  were  500  or  600  of  these  casuals,  or 
wounded  and  sick,  and  that  a  great  nm^jority  of  them  had  not  been 
paid  for  several  prior  mcmtiis.  It  mm  Btatod  tiiiat  tbsy  had  no 
records  of  aBj  sort  or  no  papers. 

I  sent  an  officer  out  there,  I  think,  the  first  week  in  August,  and  I 
found  that  that  was  true.  Some  of  these  men  had  not  been  paid  for 
six  or  eight  monthis,  and  some  of  tihem  did  not  have  any  papers  at  all. 
We  took  the  names,  or  got  the  names  from  the  serial  numbers  on  the 
tags.  They  did  not  faiow  their  oirgam^ations.  The  ease  was  so 
VJ^gmk  and  bad,  and  being  right  here  in  the  shadow  of  the  Capitid^ 
that  I  sent  an  officer  out  tfa^  with  instruc^ns  to  get  ^Bdavits  from 
those  men  as  to  the  aaioiipts  owing  them  and  as  to  the  amounts  that 
owed  for  iiisiirmnce  premiums,  for  ocmipulsory  aUotments,  if 
they  had  any,  aad  for  the  other  allotmivits,  mduding  Liberty  bond 
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allotments,  etc.  They  gave  those  affidavits  that  were  made  out  in  my 
office,  and  from  that  information  we  worked  out  a  roll  of  those  500 

or  fiOO  casuals,  and  I  certified  to  it  as  correct  and  we  paid  them  every 
jHMiny  that  they  said  belonofed  to  them.  By  this  time  they  were  be- 
^iniiin<i-  to  come  in  from  the  various  ports  and  hospitals,  I  went  be- 
fore the  Senate  Conunittee  on  Military  Affairs  about  another  mat- 
ter, and  I  told  them  Avhat  I  had  done  in  this  .nise.  They  said,  "  That 
is  what  you  should  do,  and  Ave  will  stand  hy  yon  in  it/'  T  then  inune- 
diately  prepared  instructions  for  otiicers  at  all  stations  where  those 
men  were  l(X*ated  to  take  the  affidavits  of  the  men  and  pay  theui 
accordinoly.  Of  course,  thei  e  is  no  section  of  law  authorizing-  that. 
Mr.  Bfxu;.  I  do  not  think  you  needed  it. 

Gen.  Loiu).  I  went  to  the  Chief  of  Staff  with  it,  and  he  apj^i'oved 
it.  Then  on  July  11,  the  Ai'my  appropriation  hill  was  passed  sanc- 
tioniufr  that  ])ro(*eedin<r,  and  makino:  it  retroactive.  That  is  all  that 
saved  our  dishursin*:  officers  from  hankruptcy,  hecause  every  i)ayment 
of  that  sort  was  illefral.  In  the  matter  of  financinir  the  Army  during 
the  Avar,  I  think  they  needed  nerve  specialist-  more  than  financiers. 

^Ii'.  GAiiLANo.  In  the  easels  that  came  under  my  observation,  there 
were  some  convalescents  comino-  out  of  the  hospitals.  They  were 
Pennsylvania  l)oys.  most  of  whom  I  knew,  hut  I  had  not  seen  them 
since  they  came  back.  I  presume  that  they  did  £:et  their  pay,  but  I 
do  not  know.  At  that  time  they  liad  n(^t,  and  I  was  wonderin^j  how 
you  proceeded  in  a  case  of  that  kind  where  there  Avas  no  officer  to  cer- 
tify that  they  were  in  the  service  at  that  tim(».  l)ecause  they  were  car- 
ried away  to  hospitals  and  their  officers  were  killed  and  others  took 
their  i)laces. 

(tcu.  Tx>nD.  We  attempted  to  solve  that  i)r.)l)lem  further  by  <>ivinjr 
each  soldier  what  you  mig'ht  call  a  pay  book,  outside  of  the  sei-yice 
record,  which  was  left  with  the  bagc'ap'e.  The  men  in  the  orp-nniza- 
tions  fought  by  day  and  traveled  by  night,  and  they  might  be  50 
miles  away  from  the  records  to-day  and  100  miles  aAvay  to-morrow. 
If  a  man  was  wounded,  he  would  be  evacuated  through  these  hos- 
pitals, and  would  finally  get  back  over  here,  and  never  at  any  time 
be  in  touch  with  his  records.  Therefore  we  prepared  a  pay  book, 
showing  the  amount  of  the  last  payment.  Avith  a  full  militarv  history 
of  the  man,  and  that  pav  book  had  a  little  oil  cover,  so  that  it  Avould 
not  be  affected  by  the  weather.  We  thought  that  would  solve  the 
problem;  but  when  they  went  into  a  fight  they  thrcAv  away  every- 
thing except  their  fighting  tools,  and  that  did  not  help  us. at  all. 
We  did  the  same  thing  over  there,  and  to  meet  that  condition  we 
sent  instructions  over  there  to  pay  the  soldier  on  his  affidavit. 

Mr.  Carteib.  General,  I  want  to  find  out  just  how  your  pay  rolls 
are  made  out  aiwl  how  the  money  is  transmitted  to  ttiem  overseas. 
What  is  the  fost  step  taken  to  get  money  over  for  a  certain  r^imient? 

Gen.  Lord.  We  had  a  great  problem  over  there,  or  a  finance 
problem. 

We  succeeded  in  having  three  branches  of  banks  in  this  country 
made  national  depositaries— the  Guarantee  Trust  Co..  the  Farmers' 
Loan  Trust  Co.,  and  the  Equitable  Trust  Co.  They  were  made 
national  depositaries.  We  gave  to  the  Guanatee  Trust  Co.  all  quar- 
termaster fnnds  to  handle  and  divided  the  balance  of  the  funds 
among  the  other  two  trust  companies.   We  established  a  credit  in 
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those  banks,  so  that  an  officer  in  tlie  field  could  draw  on  a  tentative 
credit  in  those  banks.  AVe  never  gave  them  actual  credit,  hecause 
we  found  when  Ave  first  started  over  there  that  there  were  tied  up  in 
the  hands  of  these  disbursing  officers  in  the  field  hundreds  of  millions 
of  dollars.  Xoav,  eveiy  disbursing  officer,  particularly  a  man  having 
the  payment  of  trooi>s,  is  going  to  play  safe  and  get  as  large  an 
amount  of  money  in  his  possession  as  he  possihlv  can:  if  he  thinks 
he  is  going  to  need  $100.(X)0.  he  will  ask  for  $150,000,  in  order  to 
meet  any  emergency  that  may  arise:  and  as  we  materially  increased 
the  number  of  disbiirsing  officers,  the  amount  of  money  carried  by 
them  became  a  serious  burden  on  the  Treasury,  and  we  remedied 
that  by  having  one  central  transfer  officer  over  there,  and  we  put  all 
the  funds  in  his  ])ossession  and  ]n'oviding  for  the  keeping  of  them 
in  the  French  Treasury,  so  that  a  disbursing  officer  drawing  on  the 
Guarantee  Trust  Co.  was  only  given  a  tentative  credit. 

At  the  end  of  a  month  he  would  say  he  needed  approximately 
^1()0,0()()  for  the  succeeding  month  and  we  Avould  notify  the  Guar- 
anty Trust  Co.  to  h(mor  that  man's  draft  for  a  sum  not  to  exceed 
)^100,000  in  tliat  montli :  if  at  the  end  of  a  week  he  had  used  $25,000 
tliey  Avouid  notify  the  central  requisition  officer  and  he  would  take 
np  those  checks  and  give  them  the  $25,000,  and  we  kept  that  plan 
going. 

Mr.  (\vT<TFi;.  So  that  it  was  necessary  to  permit  an  officer  overseas 
to  make  a  draft  on  your  branch  of  the  service  without  any  evidence 
whate\  er  as  to  the  accuracy  of  the  amount  that  he  was  drawing? 

(xen.  rx)ia).  He  had  reported  from  the  field  the  amount  he  needed. 
(Jrdnance,  for  instance,  would  submit  to  him  the  prospective  amount 
of  their  needs. 

Mr.  Cakter.  I  nnderstand  that,  but  you  did  not  catch  my  ques- 
tion. T  mean  yon  had  no  evidence  as  to  the  accuracy  of  the  amount 
he  was  drawinsr.  but  you  simply  had  to  take  his  word? 

Gen.  Tjom).  We  honored  his  calls. 

Mr.  CAirnoB.  You  would  take  his  word  as  to  what  he  thought  was 

necessaiy? 

Oen.  Lord.  Yes. 

Mr.  Carter.  Tell  us  just  how  he  got  his  estimate  as  to  the  ammmt 
he  thought  he  would  need. 

Gen.  Lord.  The  various  branches  of  the  service  would  call  on  him 
to  meet  their  needs  and  the  various  di£A)ursin^  officers  would  state 
the  amount  they  would  need.  Suppose  it  was  at  the  pr^nt  time 
and  the  estimate  was  for  the  m<mth  of  November;  Ordnance  would 
make  its  estimate  and  th^  ihey  would  send  it  in  to  this  financial 
requisition  <^oar,  as  we  finally  called  him,  and  the  quartermaster 
the  same,  the  Air  Service  the  ^une^  and  so  on. 

Mr.  Cabter.  Who  made  the  estimates— the  coinpany  commander? 

Gren.  Lord.  No;  the  representative  of  the  ordnance  officer  would 
make  his  estimate  to  the  disbursing  officer  as  to  the  amount  they 
would  need;  they  would  estimate,  under  the  contracts  they  had,  the 
probable  amount  of  the  demands  to  be  met  in  that  month. 

Mr.  Cakter.  State  how  far  down  they  wouhl  go  to  get  that  esti- 
mate. 

•  Gen.  TjOrd.  They  wonld  go  down  to  the  last  disbursinq:  officer. 
Mr.  Carter.  And  wonhl  that  be  the  company  disbursing  officer? 
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(ieii.  Lord.  Xo:  they  do  iKit  have  a  disbursing  officer*  We  had 
certain  disbursing  officers  for  certain  districts,  and  one  officer  wonla 

have  a  number  of  those  things  under  him, 

Mr.  Cartkk.  The  district  disbursing  officer  was  the  first  disbursing 
officer  that  had  anything  to  do  with  it,  was  he  not? 

Gen.  Lord.  Not"  necessarily.  At  Bordeaux  we  might  have  repre- 
sentatives of  all  the  various  bureaus,  and,  you  see,  there  might  be  an 
ordnance  disbursing  officer  there,  although  the  ordnance  disbursinff 
officer,  presuniablv,  would  be  in  Paris,  while  the  quarterma^rs 
officer  was  at  Tours.  Now,  Col.  Eckels,  the  chief  disbursing  officer^ 
or  the  chief  finance  officer  of  the  quartermaster,  would  call  on  all 
of  his  disbursing  officers  everywhere. 

Mr.  Carter.  Who  was  the  lowest  disbursing  officer  { 

(ien.  Lord.  He  would  be  the  nuui  in  the  field  paying  troops. 

Mr.  Carter.  How  uiany  men  would  he  have  anything  to  do  with? 

Gen.  Lord.  He  might  have  a  brigade  or  he  might  have  a  division.. 

Mr.  Carter.  But  never  less  than  a  brigade? 

Gen.  Lord.  One  man  might  be  called  upon  to  pay  no  troops  at  all^ 
but  might  be  settling  for  supplies. 

IMr.  Carter.  Where  did  this  disbursing  officer  get  the  information 
on  Avhich  he  made  up  his  estinuite? 

Gen.  Lord.  He  wa-  in  charge  of  the  field  and  he  was  supposed  to- 
know  approximately  the  demands  to  be  uuule  upon  him:  he  would 
loiOAv  that  he  was  assigned  so  many  troops  to  pay.  and  if  it  was  a 
brigade  he  could  figure  very  closely  how  nuu'h  pay  of  the  Army  he 
wanted;  and  if  he  had  contracts,  lie  would  knoAv  what  the  probable 
deliveries  would  be  luider  those  contracts  and  as  to  the  amoimt  that 
he  would  be  called  upon  to  pay  for  supplies. 

Mr.  Carter.  I  did  not  want  to  confuse  the  pay  of  supplies  with 
the  pay  of  the  soldiers.  The  thing  I  want  to  get  at  is,  who  makes 
up  the  first  information  that  is  furnished  the  War  Department  on 
which  the  pay  of  the  soldier  is  made  ? 

Gen,  Lo«D.  Of  course,  the  pay  oi  the  soldier  is  fixed.  Do  you 
mean  the  amount  to  be  furnished? 

Mr.  Carter.  Yes. 

Gen.  Lord.  That  goes  over  there,  and  we  furnish  one  appropria- 
tion for  all  purposes.  In  the  first  year  over  there  we  gave  them 
the  pay  of  the  Army,  and  the  ordinary  procedure  would  have  been 
have  furnished  each  disbursiiig  officer  with  some  15  or  20  dif- 
ferent appropriations  and  so  much  under  each;  that  would  have 
necessitated  his  cabling  the  oflfce  for  so  much  under  each  appropria- 
tion* Now,  however,  Ave  have  changed  that;  we  only  gave  him  one 
appropriation  and  said,  "  You  pay  everything  out  of  that;  voucher 
it  properly  and  then  the  auditor  will  make  the  necessary  adjust- 
ments." 

Mr.  Carter.  I  want  to  find  out  just  how  far  down  that  informa- 
tion went  if  I  can  possibly  do  it.  Somebody,  in  making  an  esti- 
mate, must  figure  how  much  money  is  coming  to  this  or  that  regiment 
or  company,  origade  or  division;  now  much  must  be  deducted  for  al- 
lotments, for  Liberty  bonds,  and  for  o<^er  things  if  those  deductions 
are  made.  Now,  who  makes  the  first  paper  in  connection  with  that? 

Gen.  LoBD.  The  didbursin^  office  assif^Md  to  a  j^ecific  district  for 
the  paym^t  of  tiie  troops  merein. 
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ytt:  Carter.  He  makes  the  first  figures  on  it  ? 

Gen.  Lord.  Yes. 

Mr.  Carter.  How  can  a  disbursing  officer  tell  how  much  to  deduct 
from  each  one  of  the  privates  and  noncommissioned  officers  in  his 

district  ? 

Gen.  Lord.  He  could  only  tell  approximately,  althou^  he  coidd 
figure  very  readily  how  much  a  regiment  of  Infantry  would  cost, 
and  he  could  mal^e  an  estimate  that  a  certain  percentage  of  thrai 
Avill  allot,  and  after  paying  them  once  he  would  know  pretty  nearly 
Avhat  the  allotment  would  be.  But  the  estiuiate  was  never  very  close, 
and  that  is  the  reason  we  resorted  to  that  system.  Under  that  system 
he  would  say  he  would  need  $100,000  or  $150,000.  and  it  really  did 
not  make  any  diiference  Avliat  the  amount  might  be,  because  he  Avas 
not  given  an  actual  credit:  Ids  credit  was  reallv  determined  when  his 
checks  came  in.  Just  what  you  have  in  mind — the  wideness  of  the 
ostiuiates  and  the  lack  of  close  approximation,  thus  throwing  heavier 
bur(l(Mis  on  the  Treasury  in  furnishing  money,  caused  us  to  resort  to 
that  system. 

Mr."  Carter.  If  I  understand  you  correctly,  he  made  his  estimate 
before  he  had  any  information  whatever  from  the  company  com- 
manders or  regiment  commanders  ^ 

Gen.  Lord.  No:  he  Avould  never  go  to  the  company  commanders. 

Mr,  C'arier.  And  he  based  his  estimates  on  percentages  i 

Gen.  Lord.  Yes,  sir. 

Mr.  Cartkr.  Rather  than  upon  actual  ^ures? 
Gen.  Lord.  Yes,  sir. 

Mr.  CARiT-n;.  And  perhaps  he  never  saw  the  pay  roll,  etc.,  until  he 
came  to  actually  pay  the  money? 

Gen.  Lord.  Until  he  went  to  tlie  table  to  pay  the  money  out. 

Mr.  liT:<;<;.  I  understand  you  to  say.  Generab  tliat  disbursing  offi- 
cers i)ai(l  salaries  and  paid  for  supplies,  did  I  understand  you 
correctly  t 

Gen.  Lord.  Yes.  sir:  pai<l  everything. 

Mr.  Be(;<;.  They  paid  for  supplies  that  were  to  be  acquired ^ 

(xen.  L(»RD.  Everything  that  was  Imuglit  f<u'  tlie  Army, 

Mr.  Beoo.  What  was  tlie  character  of  the  supplies^  I  was  under 
the  impression  that  in  the  field  they  paid  for  nothing:  that  they 
requisitioned  for  so  many  guns,  so  many  shoes,  so  many  gas  masks 
and  so  many  of  anything  they  needed  but  that  no  money  was  paid. 
Am  I  right  on  that  % 

Gen.  Lord.  That  was  largely  the  condition  over  in  France,  but  it 
might  be  that  a  regiment  was  away  or  an  organization  was  away 
from  its  base  of  supplies  and  might  be  thrown  upon  the  resources  of 
the  country;  might,  for  instance,  have  to  buy  hay  or  oats  for  its 
animals  or  might  have  to  buy  some  green  stuff  for  the  men,  whicli 
thev  are  always  authorized  to  do.  Then  the  disbursing  officer  with 
such  an  organization  would  pay  for  such  things  as  that. 

Mr.  Begg.  But  it  would  be  the  exceptional  supplies  that  miglit  be 
needed.  If  they  wanted  five  aeroplanes  and  they  were  getting  French 
aeroplanes  the  disbursing  officer  would  not  pay  the  French  Govern- 
ment or  the  French  manufacturers,  for  those  five  aeroplanes? 

Gen.  Lord.  Xo ;  that  would  all  be  handled  in  Paris* 

Mr.  BlBsa  Thiou^  o&ra  departments  ! 
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(ieii.  Lord.  Yes.  The  (lisbursing  officers  with  the  troops  paid  for 
n<)tliin<r  of  that  sort  over  there  and  only  made  expenditures  under 
tlie  fii-cuinstantes  I  liave  rehited.  and  the  actual  expenditures  made 
in  connection  with  the  operations  of  troops  in  this  country  are  com- 
jjaratively  small,  althoiifrh  if  troops  would  go  out  for  some  sort  of  a 
maneuver  and  thev  needed  some  thintrs  in  the  community  like  h^, 
oats,  and  <rreen  stuff,  they  would  be  purchased  by  the  disbursing  offi- 
cer with  the  particular  organization. 

Mr.  BvA'.u.  T  am  going  to  assume  that  A.  W.  and  C  are  disbursing- 
officers,  A  at  the  toi).  B  l)elo\v  and  tb.en  C  l)elow  B.  all  being  in  a 
similar  unit.  Xoav.  C  makes  makes  his  estinuite  to  B  and  then  B 
collects  tlie  varit)us  C  estimates  and  makes  his  estimate  to  A,  and  the 
(piestion  I  want  to  ask  is  what  check  the  War  Department  has  on 
those  estimates? 

Gen.  Lord.  Xo  check. 

Mr.  Bkcu;.  It  is  up  to  the  man  ? 

Gen.  Lord.  It  is  up  to  the  representative  of  the  War  Department 
in  the  held,  but  the  onlv  harm  resulting  from  that  is  the  excess  of 
dead  monev  in  the  hands  of  the  disbursing  officers,  but  which  we 
remedied  by  not  giving  them  any  real  credit  but  only  a  credit  for 
their  checks  as  thev  came  in.  -  . 

Mr.  Andrew  s.  In  other  words,  you  dealt  with  them  on  the  basis 

of  a  sight  draft  ( 
Gen.  Lord.  Exactly. 

Mr.  Andrews.  And  you  honored  it  when  it  came  m  m  order  to 
avoid  canying  these  large  balances  ? 
Gen.  Lord.  Yes,  sir. 

Mr.  Begg.  The  only  thought  I  had  in  the  matter— and  i  appre- 
ciate that  the  emergencies  of  war  can  not  be  compared  with  deal- 
ings in  private  business— was  whether  it  was  purely  a  matter  ot  the 
honesty  of  these  men  and  their  business  judgment  combined? 

Gen.  LoBD.  Honest v  did  not  enter  into  it,  because  they  are  account- 
able; they  are  bonded  officers,  in  mo.st  cases,  and  accountable  for 
every  penny  they  pay  out;  they  must  render  a  voucher  for  every- 
thing they  expend  and  account  for  the  balance. 

Mr.  Bbgg.  Suppose  thev  should  render  a  voucher  for  a  sum  ot 
money  paid  to  John  Smith  for  digging  a  sewer  in  some  place,  or 
iust  anything,  it  does  not  make  any  difference  what,  or  tor  100  tons 
of  hay,  and  they  never  bought  that  hay  and  John  Smith  was  a 
fictitious  character.  Do  you  have  any  check  on  such  a  proposi- 
tion as  that?  _  •  ,.1 

Gen  Lord.  Yes;  you  have  got  to  have  two  officers  conniving,  the 
one  who  prepared  tne  voucher  and  the  other  the  disbursing  officer, 
but  under  the  present  organization  we  have  an  independent  audit. 

Mr.  Begg.  Then  you  do  have  that  check? 

Gen.  Lord.  Yes,  sir.                 .  ,    ,       xx  i. 
The  Chairman.  May  I  ask  you  nght  there :  Have  there  been  any 
instances  in  which  a  bonding  company  has  had  to  pay  for  the  defal- 
cation of  any  officer?  i         u  ^ 

Gen.  Lord.  No,  sir;  I  do  not  know  of  any  cases  where  it  has  gone 
as  far  as  that.  I  have  now  before  the  Inspector  General  the  ques- 
t  on  of  reporting  to  me  how  many  cases  of  embezzlement  of  disburs- 
in<^  officers  he  has  had  under  review  or  under  inspection,  as  wett  as 
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Dimor  offenseBy  but  I  have  not  yet  leceived  his  report.  However, 
some  months  ago  I  asked  hmi  ummt  it  and  I  understood  him  to  say 
there  had  not  been  over  em  dozim  involved,  and  it  does  seem  rather 
extraordinary  fliat  witJi  the  great  amounts  of  money  hfuidled  by 
disbursing  officers  we  have  had  no  more  ea^es  of  trouole  than  that, 
because  we  had  to  take  these  ^oung  officers  as  tiiey  came  in.  If  we 
found  a  man  had  been  a  cashier  in  a  bank  we  turned  him  loose  dis- 
bursing money,  and  it  has  been  a  most  agreeable  surprise  to  me  that 
we  have  had  no  great  defalcations  in  connedtion  with  the  di^^mrse- 
ments ;  not  one  has  really  been  uncovered- 
Mr.  Bbgg.  General,  a  Wall  Street  member  of  the  stock  exdhange 
told  me,  in  the  presence  of  another  gentlemen,  that  a  man  had  made 
the  statenieixt  tnat  in  the  placing  of  war  contracts  in  one  year  he 
had  made  a  profit  of  arovmd  $450,000 — forget  the  exact  amount — 
and  that  for  every  dollar  he  ma<le.  a  major  in  the  United  States 
Ariuy  made  one.  Xow,  the  question  I  want  to  ask  you  is  this:  Does 
the  \Var  Department  have  such  a  check  on  the  placing  of  contracts 
that  they  could  check  that  up  and  catch  it  ( 

vit-n.  Loim.  Under  the  system  that  has  }>revailed  in  the  War  De- 
l)artment  from  time  immemorial  each  l)ureau  has  had  control  of  its 
own  funds,  has  made  its  own  contracts,  procured  its  own  supplies, 
and  paid  its  own  bills,  violating  thereby  a  fundamental  princi[)le 
of  good  finance  and  good  accounting,  and  that  is  that  the  agency 
that  obligates  should  not  have  control  of  the  agency  that  pays — 
tliat  is,  that  the  contracting  agency  should  be  so  divorced  from  the 
bettling  agency  as  to  make  an  independent  audit, 

NoAv,  that  condition  obtained  all  through  the  war,  until,  as  the  re- 
sult of  the  necessities  growing  out  of  the  war  conditions,  there  was 
created  an  inde])endeut  finance  organization  with  a  director  of 
finance  at  its  head.  That  organization  to-day  is  an  indepentlent  or- 
ganization and  just  as  much  an  organization  as  any  of  the  (^thei- 
bureaus  of  the  War  Depaitment.  excej^t  that  it  is  an  enierge:icy 
organization  and  will  terminate  six  months  after  the  rescinding  of 
the  Overman  Act  unless  it  is  given  statutory  authority  to  live.  At 
the  present  time  those  contracts  to  which  you  lefei',  if  they  were 
purchase  and  storage  contracts.  Avould  pass  through  the  l)ranch  of 
Contract  Keview  in  the  Office  of  the  Director  of  Finance  before  such 
contracts  would  be  put  into  effect.  Before  tlie  ]XH)ple  are  paid  under 
those  contracts,  the  vouchers  must  Ix*  submitted  to  the  disbursing 
officer  or  finance  officer,  who  has  no  connection  witli  and  who  is  not 
under  the  control  of  the  men  who  made  the  contract. 

Mr.  Anorews.  How  about  the  penalty  of  the  paymaster's  bond  as 
compared  with  his  maximum  credit  ^ 

Gen.  LoKi).  It  is  not  woi'th  considering.  He  disburses  millions  and 
hundreds  of  millions  of  dollars,  «uid  his  bond  in  no  dase,  I  think, 
is  over  $10,000. 

Mr.  Andrews.  There  is  a  rule  that  the  Federal  Government  has 
carried  out  throughout  its  whole  history  that  would  be  perfectly 
amazing  to  men  who  have  considered  the  question  of  bonding  officers 
by  States  and  counties.  For  instance,  take  the  Treasurer  of  the 
United  States,  who  handles  billions  of  dollars  under  a  bond  of  $150,- 
000.  It  is  not  uncommon  for  a  disbursing  officer  in  the  Treasury 
Department,  Interior  Department,  or  any  other  department,  to  have 
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iiiaxiiiiuiii  credits  ranging  from  tliree  to  four,  or  five  million  dollars, 
and  vot  be  under  a  bond  of  only  $50,000. 

{ien.  Lord.  Tlie  disbursing  officer  in  my  office  in  Washington  dis- 
burses $50,000,000  on  railroad  accounts  aione  monthly. 

Mr.  Ajsdkews.  Do  the  Regular  Army  olhcers  who  are  paymasters 
give  bond? 

(ien.  Lord.  Par  officers  who  are  appointed  quartermasters  are  re- 
quired by  the  hiW  to  be  bonded.  Engineer  officers  are  not  required  by 
iiie  law  ito  be  bonded. 

Mr.  Andrkws.  But  they  may  disburse  money? 

Gen.  Lord.  They  do  disburse  money. 

Mr.  Andrews.  So  that  the  case  to-day  is  that  the  honor  of  a  man 
who  is  an  officer  in  the  Army  stands  as  his  bond. 

Gen.  Lord.  My  belief  has  been,  and  it  i*<  the  same  belief  expressed 
bv  the  Comptroller  of  the  Treasury,  Judge-  Warwick,  that  we  would 
be  better  off  without  this  trouble  of  bonding  officers  in  these  ridicu- 
lously small  amounts.  It  throws  a  great  harden  upon  the  office  force 
in  getting  these  men  bonded  so  as  to  stai  t  them  paying.  There  is 
sometimes  delay,  which  prohibits  the  men  from  mating  disbursements 
when  tiiose  disbursements  are  urgently  needed. 

Mr.  Andrews.  Those  were  the  exigencies  of  the  war  ?  . 

Gen.  Lord.  Yes,  sir. 

Mr.  Bmo.  If  an  officer  abscond,  he  is  subject  to  court-martial  ? 

Gen.  LofSD.  Yes,  sir. 

Mr.  Bbqg.  And  a  very  severe  penalty? 

Gen.  Tjobd.  Yes,  sir.  The  amount  of  the  bond  never  protects  the 
Government 

The  Chaibman  .  You  would  not  place  an  Army  officer  on  the  same 
basis  with  a  man  in  civil  life  as  to  the  bond  required  for  the  faithful 
performance  of  his  duties,  would  you  ?  You  would  not  expect  iiim 
to  be  considered  on  the  same  basis,  would  you? 

Gen.  LoBDi.  No,  sir.  My  belief  has  always  been  that  if  it  is  neces- 
SAvy  that  a  man  should  be  bonded,  he  should  be  bonded  in  a  sufficient 
amount  to  really  protect  the  Goveramenfe,  aad  that  tbe  bonding 
should  be  done  by  «ie  Government. 

Mr.  Akdkbws.  It  resolves  into  this  proposition :  If  in  some  of  these 
cases  where  there  is  a  large  credit  and  a  small  bond,  the  officer  should 
be  required  to  furnish  a  bond  to  covier  his  maximum  liability,  you 
would  tax  him  out  of  existence  ? 

Gen.  Lord.  Yes,  sir;  exactly. 

Mr.  Andrews.  That  would  mean  that  the  Government  must  pay 
the  premium  on  the  bond,  or  take,  its  risk  on  smaU  bonds  to  cover  only 
minor  matters? 

Gen.  Lord.  Yes,  sir.  , 
Mr.  Andrews.  It  would  resolve  itself  into  tibat  proposition? 

Gen.  Lord.  Yes,  sir. 

Mr.  Begg.  You  said  awhile  ago  that  you  did  have  some  infcacma- 
tion  regarding  the  number  of  disbursing  officers  who  had  embez- 
zled funds.   When  you  get  that  information,  will  you  file  it  with 

this  committee? 

Gen.  Lord.  If  you  like,  I  will  put  it  in  this  record,  if  I  g^  it  in 
season. 

Mr.  Begg.  I  would  be  glad  for  you  to  do  so. 
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Gen  Lord  I  was  somewhat  surprised  in  talking  it  over  with  hua. 
I  understood  him  to  say  some  months  ago  that  it  was  about  a  dozen^ 
and  that  most  of  them  involved  insignificant  or  comparatively  smaU 

*^The  Chairman.  There  is  one  thing  I  want  to  inquire  about  be- 
fore vou  stop,  and  that  relates  to  the  final  settlement  for  the  deduc- 
tions" from  the  pav.  Now,  is  that  settlement  made  between  the  Lieaa- 
ury  Department*^ and  the  War  Department  independently,  or  the 
Bureau  of  War  Risk  Insurance? 

Gen.  Lord.  It  is  made  by  the  auditor.  '  ,  ^,  -x 

The  Chairman.  The  point  I  was  trving  to  get  at  was  whether  it 
was  made  between  the  Treasurv  Department  and  the  War  Depart- 
ment independently  or  with  the  Bureau  of  War  Eisl?  Insurance. 

Gen.  Lord.  It  is  made  by  the  Auditor  for  the  ^^  ar  Department, 
who  is  a  representative  of  the  Treasury  Department.  The  final  set- 
tlement must  be  made  by  the  transfer  of  funds  bv  the  auditor,  as 
he  has  done  in  the  case  of  insurance  premiums,  and  if  he  has  not  done 
it  in  the  case  of  allotments,  he  must  finally  do  it.  That  is  the  only 

real  adjustment  we  can  have.  ^  i 

The  Chairman.  Then,  what  becomes  of  the  matter  of  the  tailure 

to  make  deductions? 

Gen.  Lord.  As  stated  at  the  beginning,  when  that  arrangement 
was  entered  into  the  War  Department  stated  that  when  the  Bureau 
of  War  Bisk  Insurance  had  developed  the  fact  that  a  deduction  liad 
not  been  made  for  any  month,  or  any  number  of  months,  on  the  noti- 
fication of  the  War  Department  by  the  Bureau  of  U  ar  Kisk  Insur- 
ance, the  War  Department  would  go  into  the  field  and  make  the 

necessary  collection.  t..  ,  t 

Mr.  Andrews.  How  would  the  Bureau  of  War  Risk  Insurance  as- 

e^in  that  fact  ?  How  could  they  tell  that  the  amount  covered  by 

the  abstract  had  been  covered  into  the  Treasury  ? 

Gen.  Lobd.  As  to  the  amount  covered  into  the  Treasury,  unless 

it  was  on  the  abstract,  it  could  not  be  covered  into  the  Treasury.  It 

could  not  be  done  unless  it  was  on  the  roll.  ,  t 

Mr.  Andrews.  If  the  abstract  the  Bureau  of  War  Risk  Insurance 

receives  is  a  correct  reproduction  of  the  abstract  that  the  auditor 

receives,  then  the  auditor  would  have  those  names  on  the  abstract 

on  which  he  settled.  ^  , 

Gen.  LoBD.  Yes,  sir.  There  are  two  sources  of  failure  to  get  proper 
deduction  for  the  allotment  or  for  the  insurance  premnmi.  In  the 
first  place,  for  some  particular  months  the  personnel  officer  might 
not  show  it  on  the  roll.  The  disbursing  officer,  when  the  roU  was 
presented  to  him  and  he  came  to  make  payment  would  have  no  oc- 
casion to  know  that  there  was  an  omisaon,  and  so  he  would  not  take 
it  out  of  the  soldier's  pay.  Then  it  might  be  charged  on  the  roU 
and  the  disbursing  officer  in  reporting  the  abstract  might  not  make  a 
correct  copy  from  the  roU.  In  that  case  the  deduction  would  actually 
be  made,  biit  the  bureau  would  not  have  a  record  of  it. 

In  one  c  ase,  if  they  had  been  able  to  record  the  abstracts  and" 
make  the  use  of  them  originally  intended  under  the  arrangement 
agreed  upon,  then  thev  would  have  found  that  for  that  particular 
nmnth  there  was  no  deduction  ma^e  in  that  case.  Then  they  would 
call  upon  the  AVar  Dejiartment,  and  we  would  investigate  and  find 
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that  there  was  a  (.leduction,  but  that  it  had  not  been  givMi  in  the 
abstract.  We  would  notify  them  that  the  officer  had  really  tal^  it 
out,  and  then  they  could  complete  their  card.  In  the  other  case  they 
would  report  to  us,  and  we  would  go  to  the  field  and  find  that  it  waa 
not  entered  on  the  roll.  In  that  case  the  soldier  would  owe^  the  de- 
duction for  that  month.  It  would  be  charged  against  him  next 
month,  and  the  Bureau  of  War  Risk  Insurance  would  get  it  on  the 
subsequent  abstract  shoAving  that  a  double  amount  had  been  deducted 
to  meet  the  lack  of  deduction  in  the  previous  month. 

Mr.  Andreavs.  Is  it  not  the  duty  of  the  Auditor  for  the  War  De- 
partment to  make  sure  that  proper  deposits  have  been  made? 

Gen.  Lord.  The  auditor  can  onl}'  accept  the  roll. 

Mr.  Andrews.  As  it  comes? 

Gen.  Lord.  Yes,  sir. 

Mr.  Andrews.  What  facilities  does  the  Bureau  of  War  Risk 
Insurance  have  in  ascertainino;  w^hether  deductions  have  been  prop- 
erly made  or  not  in  order  that  liability  may  be  lodged  with  the 
bureau  to  see  to  it  that  the  proper  deductions  are  made? 

(len.  Lord.  The  abstract  and  the  records  in  the  auditor's  office^ 
or  the  roll. 

Mr.  Andrews.  Tlien  it  would  be  possible  by  a  comparison  of  the 
coi)y  of  the  abstract  received  by  the  bureau  with  the  original  records 
in  the  auditor's  ollice  to  discover  the  facts? 

Gen.  Lord.  Yes,  sir. 

Mr.  Andrews.  Then  it  would  be  for  the  War  Department  to  caU 
attention  to  that  fact  and  go  back  and  make  the  collection? 

Gen.  Lord.  Yes,  sir;  to  make  the  collection  when  called  to  their 
attention. 

Mr.  Bk(;(:.  liight  along  that  same  line  I  want  to  ask  a  question,  if 
I  may.  Do  these  boys  get  the  actual  money  or  do  they  get  checks 
when  they  are  paid  in  tlie  field? 

Oen.  Lord.  Money. 

Mr.  Beoc;.  Suppose  that  a  premium  has  not  been  deducted  or  that 
a  boy  is  getting  $33  instead  of  $25  and  the  boy  keeps  it. 
Gen.  Lord.  And  spends  it? 

Mr.  Begg.  Yes,  and  spends  it.   Is  that  chargeable  against  the  boy? 
Gen.  Lord.  The  next  month  we  will  take  it  out. 
Mr.  Begg.  Suppose  he  is  killed  before  the  next  month? 
Gen.  Lord.  Then  it  w  ill  be  taken  out  of  his  final  settlement. 
Mr.  Begg.  But  it  will  not  act  as  evidence  that  he  did  not  have 
insurance  ? 

Gen.  Lord.  Oh,  no. 

Mr.  Begg.  If  that  should  happen  thi-ee  or  four  months  continu- 
ously it  would  not  be  held  against  the  soldier  as  having  taken  out 

no  insurance? 

Gen.  Lord.  No.  However,  that  is  a  matter  to  bo  decided  by  the 
Bureau  of  War  Risk  Insurance,  and  T  think  they  have  decided  that 
that  does  not  in  any  way  destroy  the  fact  that  a  man  holds  insurance, 

Mr.  Bbog.  It  is  not  held^  then,  that  that  invalidates  thB  insurwce 
claim? 

Gen.  Lord.  That  is  right. 

The  Chaibman.  Has  there  been  some  controversy  between  the 
War  Department  and  the  War  Risk  Ingurance  Bureau  as  to  these 
abstracts  we  have  been  talking  about  ? 
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Gen.  Lord.  I  do  not  know  of  any,  and  it  has  not  been  called  to 
my  attention.   In  what  way? 

The  Chairmax.  Well,  perhaps  I  might  be  a  little  more  specific 
in  my  question.  Has  there  been  any  suggestion  to  you.  by  corre- 
spondence or  otherwise,  that  the  Bureau  of  War  Risk  Insurance  has 
ignored  these  abstracts  and,  in  fact,  that  they  have  purj^osely  ignored 
them  ? 

Gen.  Loiii).  It  has  not  been  called  to  my  attention,  but  I  have 
knoAvn  very  generally  that  they  have  not  utilized  them:  but  at  the 
start  the  reason  for  it,  as  stated  to  me.  was  that  they  hoped  to  get 
them  up,  but  in  the  press  of  work,  lack  of  space,  and  lack  of  sutti- 
cient  perscmnel  they  were  not  able  to  handle  them.  There  is  no 
question  about  our  intention  of  sending  them  there,  because  it  was 
agreed  witli  the  representatives  of  the  Bureau  of  War  Risk  Insur- 
ance that  that  would  be  the  procedure  followed. 

The  Chairman.  Do  you  recall  any  statenient  or  any  letter  that  has 
come  to  you  from  Col.  Beckham  in  that  matter? 

Gen.  Lord.  Xo:  I  do  not  recall  any.  In  the  past  montli.s  the  mat- 
ter of  allotments  has  been  liandled  almost  exclusively  by  Col.  Bos- 
chean.  wlio  is  at  the  head  of  the  Zone  Finance  office  here  in  Wash- 
ington. Tie  is  actually  doing  business  with  the  Bureau  of  War  Risk 
Insurance,  and  lie  has  in  the  Bureau  of  War  Kisk  Insurauct^  a  little 
bunch  of  his  people — seven,  I  think,  in  all — Avho  are  located  there 
for  the  purpose  of  handling  the  business  between  the  two — a  liaison 
activity — so  that  he  has  almost  exclusively  handled  those  matters: 
and  if  what  you  refer  to  is  something  of  comparatively  recent  date, 
he  might  have  some  such  statement,  and  I  will  inter\  ie\v  him  after 
leaving  here  and  if  that  has  come  up  in  the  discussion  and  he  has 
something  of  that  sort.  I  will  introduce  it  into  the  record,  if  you 
would  like  to  have  me  do  it. 

The  CiTAnniAX.  I  refer  to  something  tiiat  came  up  in  April,  iyi9. 

Gen.  Lord.  I  do  not  recall  it. 

TESTIMONY  OF  MK.  WILLIAM  MACFAIILA2JE,  ACTUAKY  WAE 

BISK  INSUBANGE  SUBEAIJ. 

(  The  witness  was  sworn  by  the  chainuan.) 

The  Chairman.  You  started  to  make  a  statement  a  Avhile  a<>o  in 
connection  Avith  what  Gen.  Lord  was  saying.  Will  you  please  maJ^e 
it  to  the  re])orter  at  this  time? 

Mr.  Macfarl.\ne.  The  statement  was  made  b}^  Gen.  Lord  that  a 
man  had  written  home  saying  that  he  had  applied  for  insurance, 
but  no  application  was  found  in  the  Bureau  of  War  Eisk  Insurance. 
Under  such  circumstances  the  bureau  would  immediately  attempt 
to  get  a  record  or  checkage  from  the  pay  roll,  and  if  the  man  in  his 
letter  had  nominated  some  one  as  his  beneficiary  that  would  be  in- 
dicative of  the  l:»eneficiary  he  had  ncnninated  in  his  application,  and 
we  would  accei>t  that.  We  might,  as  a  precaution,  have  the  man 
fill  out  certain  forms  to  show  to  whom  the  insurance  would  go  if  no 
beneficiary  had  been  nominated.  The  war-risk  insurance  act  says 
that  the  insurance  ^all  be  granted  upon  application.  Of  course 
we  can  not  take  statements  mMe  in  a  Ic^r  unless  they  are  rapported 
by  sMHne  other  eTidence,  bectiuse  we  have  lelleiis  on  record  written 
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home  by  men  saving  they  had  taken  ont  insurance  when,  as  a  inaltor 
of  fact,  they  had  signed  a  form  saying  that  they  did  not  want  in- 
surance. 

The  Chairmax.  Would  you  follow  that  procedure  if  there  were 
no  deductions  from  his  pay? 

Mr.  Macfarlane.  Well,  vou  mean  if  a  man  had  died  hefore  any 
deductions  could  have  been  made,  or  if  no  deductions  had  been 

made?  .  •      i  i 

Mr.  Begg.  Say  he  had  lived  four  months  in  actual  service,  had 
been  paid  his  full  salarv.  but  no  deductions  made,  and  he  was  then 
killed,  although  there  was  a  letter  or  two  that  he  had  written  to  his 
mother  saying  he  had  taken  out  $10,000  of  insurance  and  he  made 
her  the  beneficiarv.  and  asked  her  if  she  had  received  her  cei-tificate, 
and  so  on— things  of  that  kind— would  that  be  bona  fide  evidence 

in  your  department  ?  ^  j.  ^ 

Mr  Macfarlake.  I  would  not  like  to  make  a  general  statement, 
for  the  simple  reason  that  Congress,  in  H.  E.  8778,  recognized  that 
situation  and  took  care  of  the  matter  for  a  period  of  120  days. 
Mr.  Begg.  Suppose  he  did  not  die  within  that  time,  but  within 

180  days?  .  ,    ,  ^  ... 

Mr.  Macfarlane.  The  question  comes  back  to  one  of  evidence. 
It  is  not  what  the  bureau  wants  to  do,  but  it  is  a  question  of  evi- 

Mr  Begg.  But  what  we  want  to  know  is  what  your  policy  is. 

Mr.  Mactaklaxk.  The  intention  is  to  pay  every  insurance  claim 
where  there  is  evidence  that  a  man  applied  for  it.  I  know  of  the 
case  of  a  sailor  who  went  before  the  yeoman  and  said  he  wanted 
$10,000  of  insurance  in  favor  of  his  mother;  the  destroyer  on  which 
he  was  serving  was  ordered  to  sea  and  in  view  of  the  weather  the 
man  could  not  sign  his  application,  nobody  was  able  to  sign  an  apph- 
cation;  that  man  was  ordered  up  in  the  crow's  nest,  he  Avas  swept 
overboard  and  Ave  are  paying  that  claim  because  he  had  told  his 
commanding  officer  that  he  wanted  $10,000  of  insurance,  had  nomi- 
nated the  beneficiarv  and  had  gone  through  all  the  f  ormahties  except 
that  of  signing  the*  application,  and  he  could  not  sign  it  because  of 
the  stress  of  weather.  There  was  another  case  of  a  man  who  went 
to  his  commanding  officer  and  said  he  wanted  $10,000  worth  of 
insurance,  and  he  wrote  home  to  his  mother  and  said  "  I  have  to  day 
taken  out  $14,500  of  insurance  in  your  name."  He  Was  confusing 
the  $10,000  with  the  automatic  insurance.  ^ 

1  hev  were  put  in  quarantine  and  after  the  quarantine  was  lifted 
he  went  home  on  leave  and  then  came  ba<;k;  five  days  later  he  was 
taken  Avith  tlic  influenza  and  died,  but  he  never  si^ed  a  paper.  The 
only  evidence  we  liave  is  that  letter  written  home  and  a  m^oranduffl 
in  an  officer's  notebook,  a  o-cent  notebook,  that— I  forget  the  man*8 
name.  l)ut  Ave  Avill  sav  "  James  Smith,  $10,000,  same  as  his  allotment 
Idank/'  It  appeared  that  some  days  before  he  filed  an  applicatioil 
for  insurance  be  bad  made  out  an  allotment  blank  and  nominated 
his  mother;  be  made  an  allotment,  and  we  took  that  as  eA'idence  that 
tbe  bov  took  out  i^lO.OOO  worth  of  insurance,  then  he  wanted  his 
motlier  to  he  tlic  beneficiary  and  Ave  are  payin":  that  claim. 

Mr.  l^KOG.  Supi^ose  that' officer  had  been  killed,  had  not  been  able 
to  furnish  that  evidence  and  all  you  had  Avas  that  letter? 
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Mr.  Macfabi«ans.  Well,  as  the  boy  made  an  allotment  to  his 
aoMidier  the  assumption  would  be  that  he  took  care  of  his  mother  in 
the  way  of  insurance,  and  that  when  he  wrote  home  to  his  mother 
saying  that  he  was  insuring  hiniself  for  $10,000  he  was  telling  the 
truth.  It  all  gets  down  to  a  c^uestion  of  evidence.  The  bureau  is 
tnring  to  pay  every  claiffli  that  it  posBibly  can  within  the  .provisions 
or  the  law.  There  is  no  question  about  that,  but  all  kinds  of  trouMe 
are  coming  up.  We  have  letters  and  some  applicati<ms  written  on 
pieces  of  paper  while  the  men  w6re  in  dugouts  and  those  are  the 
letters  on  which  we  are  paving  claims. 

The  Ghaibmax.  For' the  purposes  of  the  record,  who  decides 
finally? 

Mr.  Macfablan£.  In  theory,  the  director  mak^  the  award;  but 
of  course,  in  regular  practice  a  case  goes  through  the  regular  mill, 
and  it  would  be  up  to  some  reviewer.  If  a.  reviewer  should  turn  it 
down,  then  the  director  may  review  it.  While  theoretically,  under 
the  law,  the  director  must  make  the  awards,  it  is  impossible  for 
him  to  see  every  case;  but  in  this  particular  case  I  know  that  it 
had  been  turned  down  five  or  six  times;  then  when  the  case  Avas 
broujrbt  to  tbe  attention  of  the  director  and  the  Avhole  matter  Avtis 
re\4eAve(l  in  tlie  li«rht  of  tbe  allotment  and  allowance  blank  and  the 
letter,  as  Avell  as  the  pay  roll,  the  claim  Avas  paid. 

The  Chairman.  Let  me  ask  a^ou  about  another  side  of  that.  If 
a  soldier  does  not  take  out  insurance  and  declines  to  take  out  in- 
surance, is  lie  not  supposed  to  sign  a  blank  indicating  that  he  de- 
clines to  take  it  out? 

Mr.  Mactarlaxe.  Yes,  sir;  under  War  Department  refrulation  72 
'a  man  at  tbe  expiration  of  120  days  after  enlistment,  or  before  April 
6,  1918.  if  be  did  not  want  to  take  out  insurance,  liad  to  sign  a  state- 
ment tbat  tbe  Avar-insurance  act  bad  been  explained  to  him,  but 
neA'ertbeless  lie  did  not  Avant  to  take  out  insurance.  We  liaAe  prob- 
ably 60,000  or  70.000  such  applications  in  our  files.  That  is  tlie  first 
thinof  Ave  do  Avhen  one  of  these  cas^  comes  before  us;  we  look  to 
see  if  tbe  soldier  signed  a  non. 

The  Chairman.  There  should  be  either  an  application  for  insur- 
ance or  a  declination? 

Mr,  Mactarlane.  Yes;  but  Ave  all  know  that  Avhen  the  influenza 
struck  us  a  great  many  boys  died  who  had  ncA^er  had  an  opportunity 
to  apply  for  insurance;  so  that,  therefore,  they  could  not  have  filed 
a  declination  before  their  120  days  had  expired. 

Mr.  Begg.  Were  th^  not  automatically  insured  for  $5,000  during 
the  120  days? 

Mr.  Mactarlane.  No:  that  went  out  of  existence  on  February  12, 
1918,  but  the  Sweet  bill  put  it  back  again;  the  Sweet  bill  insures 
all  o^  these  men  for  120  days  after  enlistment. 

The  Chairman.  Would  not  the  presumption  be,  in  the  case  of  a 
soldier  who  had  written  letters  stating  that  he  had  taken  out  insur- 
ance, and  no  reference  to  him  being  found  in  the  ^ncm"  numb»,  * 
that  he  had  taken  out  the  insurance? 

Mr.  Macfablans.  If  he  died  after  the  120  days! 

The  Chaikman.  Yes. 

Mr.  Macfablakb.  Yes,  sir;  that  would  be  tiie  presumption,  and 
every  effort  would  be  made  by  tibe  bureau  to  prove  it. 


g6 


WAR  BiSK  mSUBAKCB  B17BBAF. 


Mr.  Bmo,  Suppose  you  could  not  find  any  evidence  other  than  the 
letters,  do  you  know  what  disposition  would  be  made  of  the  matter  3 

Mr.  Macfabl^ne,  I  do  not  think  that  is  very  probable.  There  is 
always  some  other  evidence.  If  the  boy  made  out  an  applic^on, 
th^  somebody  witnessed  it. 

(Thereupon  the  committee  adjourned  imtil  to-morrow,  Tuesday, 
October  28, 1919,  at  10.30  o'clock  a.  m.) 


Committee  on  Expkn  ditukes 

IN  THE  TkBASURT  DEPARTMENT, 

House  of  Representatives, 

Tuesday,  October  28, 1919. 

The  Chairman.  The  committee  will  come  to  order.  Mr*  An- 
drews, I  imderstand  you  have  some  request  you  desire  to  submit* 

Mr.  Andrews.  I  want  to  ask  that  the  financial  statement  sub- 
mitted by  the  Director  of  the  Bureau  of  War  Risk  Insurance  under 
elate  of  June  13,  1919,  be  laid  before  the  committee  for  its  informa- 
tion and  consideration,  as  the  committee  may  d^re  to  take  it  up. 
There  is  some  data  in  that  report  that  I  think  will  be  helpful  to  all 
of  ns  in  its  bearing  on  the  financial  side  of  this  subject. 

The  Chairmax.  The  statement  is  here,  and  without  objection  it 
Avill  be  inserted  in  the  record. 

Mr.  Andrews.  ^Ir.  Chairman.  I  avouIcI  like  to  have  the  record 
shoAv  that  there  is  a  difference  between  the  date  of  the  document  or 
statement  from  the  director,  which  brings  liis  report  up  to  June  7, 
11)1!).  and  the  date  of  the  report  that  you  have  from  the  Division- 
of  Bookkeeping  and  Warrants,  which  brings  it  up  to  June  15,  1917. 
That  difference  in  the  dates  should  be  noted  in  order  that  Ave  may 
keep  the  balances  in  i)roi>er  shape,  l)ecause  the  director  might  have 
on  his  books  on  June  7  less  than  the  division  of  bookkeeping  and 
Avarrants  would  have  on  its  books  on  June  15,  and  a  discrej)aney 
would  naturally  appear. 

The  Chairman.  Do  you  want  to  take  this  document  up  for  con- 
sideration now? 

Mr.  Andrews.  Xo:  I  am  not  particular  about  that.  I  simply 
wished  to  have  it  in  the  record.  Let  mc  add  this,  if  I  niay :  My 
purpose  in  calling  for  this  statement  in  the  record  now  is  this:  It 
furnishes  the  official  statement  of  the  director  with  reference  to  the 
receipts  and  disbursements  of  the  bureau  up  to  June  7.  1911J.  With 
that  official  statement  before  us,  Ave  can  take  our  bearings  from  it 
in  the  investigations  along  other  lines  of  information,  concerning 
those  receipts  and  disbursements.  The  matter  we  had  up  yesterday 
has  a  direct  bearing  upon  this  point  when  it  is  completed  and 
brought  up  to  date.    It  has  not  been  fully  completed. 

The  Chairman.  Wiithout  objection,  the  statement  will  be  inserted 
in  the  record  at  this  point 
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(The  sUtooient  referred  to  is  as  followB:) 

Tbkasxtbt  Depabtmext, 
BtnOBAiT  OT  War  Risk  In-suraxce, 

Wwfimgtm,  Jnne  IS,  i9l9. 

Hon.  PoRTEB  H.  Dale, 

ChamMm  Committee  an  Eacpenditures  in  Treasury  Department. 

Hmise  of  Representatives.  M'ashington,  D.  C. 

Dear  Mn.  Dale  :  In  compliance  with  your  request  of  June  9, 1919,  I  am  pleased 
to  furuisli  you  witii  the  following  information  relative  to  the  Bureau  of  War 
"Bisfe  Insursmce  * 

Total  numb^  of  insurance  ai^licatims  retsetTed  to  Jnae 

7,  1919  -   4,o31,l»-0 

Total  amount  of  insurance  applied  for  to  June  7.  1919  .$39,019,462,000 

Total  amount  of  insurance  premiums  receivable  to  Dec.  31, 

1918  -   $200, 000, 000 

APPBOFKIAXION. 

Military  and  naval  compematlon  a<?t  of  Oct 
e,  1917  $12, 150, 000. 00 

Unexpended  balance  .Tune  7,  1919  $1,312,690.73 

Military  and  naval  family  allowances  act  of 

Oct.  6,  1917  141, 000, 000. 00 

Act  of  Nov.  4,  1918   70, 000, 000. 00 

Act  of  June  5,  lStt»  •   39.«lfi.00a00 

Total   250,615,000.00 

Unexpended  balance  June  7,  1919   25, 263, 124.  IS 

Salaries  and  expenses: 

Act  of  Sept  2,  1914    100,  000.  00 

Act  of  June  12,  1917   150,  000.  00 

Act  of  Oct.  G.  1917   100,  000.  00 

Act  of  Mar.  28,  1918    1,  537,  800.  00 

National  .security  and  defmse  toad   1,400,000.00 

Act  of  Jnly  3,  1918   3,  591,  000.  00 

Act  of  Nov.  4,  1918  .  ,   100,  000. 00 

Act  of  Nov.  4.  1918   7,  580, 000.  00 

National  security  and  defense  fund  :. —  3,228,000.00 

Act  of  June  5,  1919  -  2,429,500.00 

Total  1   %216,300.00 

rnoxpended  balance,  .Tune  7,  1919   —  '3, 252,774  TO 

Military  and  n:ival  insurance  act  of  Oct.  6,  1917_    23,  <MK).  OiM).  (X! 

Premiums  i)aid  direct   7,  352, 397.  97 

Preniinuis  transferred  from  pay  deductions!   107,898,334.01 

Total  ^   138,245,731.98 

rnexpended  balance,  June  7,  1019  .  1   94,643,895.90 

Marine  and  sennum's  act  of  Sept.  2,  1914   5.000.000.00 

Marine  and  seamen's  act  of  Mar.  3,  1917   15,000,000.00 

Marine  and  seain«a's  act  of  June  12,  1917   30, 000, 000. 00 

Pmniums   52. 805, 617. 82 

Total   102,805,617.82 

Unexpended   balance  68.  553, 625. 41 

No  data  is  available  at  this  time  relative  to  the  number  of  policies  which 
have  lapsed  for  nonpayment  of  premium.  This  is  due  to  the  liberal  reinstate- 
ment regulations  now  operative  in  respect  ef  war-risk  insurance. 

Trusting  that  the  above  infomiation  will  be  of  service  to  you  in  the  work 
of  your  review,  I  am, 

Very  truly,  yours, 

II.  G.  Cholmki.kv-Jones, 

Director. 
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statement  showing  all  appropriaUcM^  total  amounts  appropriated,  faftt  em^ 
pcndlfiiref^.  and  canh  halajwes  covering  period  from  Mffinninff  of  Buroou  of 
War  Risk  Insurance  to  June  7,  19X$. 
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'Military  and  naval  ffmiily  allowance  

Military  and  naval  coinncnsation.,.-..  

Military  and  naval  insurance: 

ADpronriatian  $23,oon,a')o.oo 

Freiniuiiis  Xl&,24&,JU.9S 

Losses  on  war-risk  insciraiiee  of  Awarteifi  Twefe,  their 

■  cargoes,  etc.: 

ApproT)riatiQii  »50, 010,000. 00 

FcfraiiUBS..   Si,m^m.S2 

Bofund  of  premiums  on  war^islctBsiiraaoe  (rf  Aaiertan 

vessels,  their  cargoes,  etc  

Salaries  and  expenses,  Bureau  of  War  Risk  Tnsiffttiee  > 

National  security  and  defense  -  

Salaries  and  expense,-;.  liureau  of  War  Risk  Insurance, 

1919  

Salaries  and  expenses.  Bureau  of  War  Risk  Insurance, 

19ai  :  

National  security  and  defense,  1919  

Allotment  trust  fund  (transferred  from  pav  of  Array, 
MaTy,ltoiiieCo(iM^.«aidCoMl€iwrd)  — 

TotaL  


Amount, 
appropriated. 


$250,615,000.00 


138,245,731.98 


102,805,617.82 

1,435.60 
1,987,800.00 

13,«0i>,  600.00 

10,989,630.00 
3  3,238^000.00 


844, 928, 715. «) 


Total 
expenditures. 


$225,351, 875.  S7 
10,837,9)3.27 


43,601,836.08 


34,251.992.41 

1,435.60 
1,92^222.37 

1&,661,115.84 


3,029,233.33 
261,560,800.44 


502,568,828.89 


Unexpended 
balance. 


$25,263,124.18 
3,312,000.78 


94,643, 8I&«& 


68,553,625.41 


67,577.63 

38,oiiw;Bsr 

2,090,384.18 

10,980,680^00 
907,706.67 

4%  344, 130. 


252,359,886.31 


.  >  Aeloof  Sept.  2,  1914.  .Tune  12.  1917,  Oct.  6,  1917,  Mar.  2^,  1918.  N'ov.  4,  191S. 

*  Trtmsterred  from  "  l^esidem's  fund  "  Nov.  19,  X917,  Jan.  30, 1918,  June  25, 1918, 

*  $363,000  of  tl^  amooBt  rdmbarsable. 

NoaoL— Time  liave  beat  no  amoonts  eovored  into  tlie  mtrjUm  fanA, 

mXEMOSm  OF  lOL  WnilAM  M^CFjligJ^  ACTir  A&Y  BUGKEAIT 

«P  WAB  BISK  ISStfEUrtS^^-'Ccntmiied^ 

The  Chaibmak,  When  we  adjourned  yesterday,  Mr.  Macfarlane 
was  on  the  stand.  Mi*.  Macfarlane,  you  have  had  considerable  expe- 
rience in  the  insurance  business,  have  you  not  ? 

Mr.  Macfahlane.  I  have  been  in  the  insurance  business  since  I 
left  school. 

The  Chairman.  Will  you  give  the  committee  some  outline  of  your 
expereince  in  the  insurance  business? 

Mr.  Macfarlaxe.  I  am  assistant  actuary  of  the  New  York  Life 
Insurance  Co.;  I  am  a  Fellow  of  the  P^iculty  of  Actuaries,  in  Scot- 
land, by  examination;  a  Fellow  of  the  Actuarial  Society  of  America, 
by  examination;  and  a  Fellow  of  the  Medical  Institute  of  Actuaries, 
by  election. 

The  Chair]man.  How  many  years'  experience  have  you  had? 
Mr.  Macfarlane.  About  14  years. 
The  Chairman.  Will  you  give  the  committee  your  age? 
Mr.  Macfarlane.  Thirty-two  years. 

The  Chairman.  What  compensation  do  you  get  from  the  Bureau 
of  War  Risk  Insurance? 

Mr.  Macfarlane.  Six  thousand  dollars  per  annum. 
The  Chairman.  You  are  the  actuary  of  the  bureau? 
Mr.  Macfarlane.  Yes,  sir. 

The  Chairman,  Has  there  been  any  controversy  or  anything  in 
the  nature  of  a  controversy  betAveen  the  actuary  of  the  bureau  and 
the  War  and  Navy  Departments  as  to  the  amount  of  premiums  that 
have  been  deducted  from  the  men's  pay  ? 


Mr.  Magfaklane.  WelK  there  has  not  been  any  controversy;  but 
we  have  been  awaiting  the  c(»npilation  of  certain  figures  before  we 
would  take  up  with  the  service  departments  the  accounting  question 
as  to  who  is  accountable  for  the  lack  of  premiums  deducted  from  the 
pay  of  soldiers.  Now.  we  have  a  statistical  card  on  every  applicatiMm 
for  insurance  received  in  the  bureau  that  shows  the  age,  the  amoiint 
of  insurance,  the  premium,  the  month  it  was  taken,  etc.,  and  we  are 
gradually  having  those  cards,  in  view  of  the  fact  that  the  men  are 
being  discharged,  put  through  our  electrical  card-punching  machin- 
ery, and  as  soon  as  that  process  is  ccunpleted  we  will  know  me  amomit 
of  insurance  taken  out  in  the  Army,  Navy,  and  the  diiferent  services, 
and  will  know  the  months  in  which  sudi  insurance  was  taken.  Then 
we  will  be  able  to  calculate  the  premiums  thi^  shoukl  have  berai 
deducted  from  the  pay  of  the  soldier.  We  know  quite  well  that  the 
Army,  especially,  neglected  to  deduct  pr^mums  in  iiie  mtlj  mdnths 
of  the  operation  of  the  war-risk  insuronoe  adL 

ThtA  is  v^ry  evident  bv  taking  their  amounts,  or  the  amounts  that 
they  have  reported  as  the  total  ti  the  pay  roUs  to  date,  and  com- 
paring them  with  our  tentative  figures  for  each  montliu  For  inataaoe, 
in  l^ovember.  1917,  the  Direetot  of  Finance's  books  show  that  there 
was  deducted  $^5,962.04.  but  our  records  would  indicate  that  the 
premiutos  were  very  mudi  larger.  I  think  that  was  caused  by  the 
fa<^  that  the  men  in  the^  service,  in  vi^w  of  the  automatic  insurance 
provision  in  the  act,  which  provided  that  eadi  man  was  insured  for 
$4,500  until  February  12^.  did  not  fully  understand  the  conditions, 
and  the  officers  did  not  deduct  the  premiums  as  they  should  have 
been  deducted.  I  do  not  know  whether  you  remember  the  applica- 
tion for  insurance,  but  it  had  a  peculiar  wording  on  two  lines  which 
a^ed  the  applicant  to  strike  out  one  of  the  lines.  A  man  would  ap- 
plv  for  $10,000  of  insurance,  and  the  officer  himself  or  the  man  him- 
self would  think  that  he  was  getting  that  insurance  effective  on 
February  12,  because  in  the  meantime  each  man  was  covered  by  the 
automatic  insurance.  In  fact,  the  man  was  immediately  covered  by 
the  $10,000  insurance,  but  the  Army  did  not  start  its  checkage  until 
the  month  of  February. 

Thei'efore,  in  those  early  months,  there  must  be  a  great  many 
cases  in  which  no  deductions  were  made.  Xow,  by  the  regulations, 
of  course,  as  long  as  a  man  was  in  the  active  service  and  as  long  as 
he  had  authorized  deductions  to  be  made  from  his  i)ay,  his  insur- 
ance could  not  lapse,  where  he  had  not  filed  a  written  statement 
that  he  wanted  to  cancel  his  insurance.  When  that  question  would 
come  up,  we  could  not  j^ossibly  get  a  check  on  ex-service  men  for 
the  payment  of  premiums  that  were  not  deducted.  The  question 
Avill  come  up  as  to  wliether  the  bureau  will  have  to  appeal  to  Con- 
gress for  an  appropriation  or  whether  the  War  Department  will 
have  to  appeal  to  Congress  for  an  additional  ap])ropriation  for  pay 
of  the  Army  and  transfer  it  to  the  bureau.  AVe  will  not  take  that 
question  up  with  the  War  Department  until  they  have  more  definite 
data  as  to  where  the  discrepancv  Avas,  and,  until  thev  can  find  out 
whether  it  is  $1,000,000.  $10,000^,000,  or  $50,000,000  that  will  be  re- 
quired. We  have  not  gotten  that  figure  yet. 

The  Chairmaj!?.  You  say  that  they  neglected  to  take  out  those 
premiums^  ,    j  ■ 
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Mr.  Macfarlanb.  It  was  a  misunderstanding.  For  instance,  a 
man  made  out  his  application,  say  in  NovemoOT,  1917,  saying  "  1 
apply  for  $10,000  of  insurance  in  favor  of  my  wife,  or  mother,  or 
somd;hing.''  Then  he  would  strike  out  down  below  one  line,  and  that 
line  read  that  if  the  application  was  for  more  than  $4,500  insurance 
it  should  be  effective  immediately,  and  if  for  less  than  $4,500  it 
should  be  effective  Februarj*  12.  In  the  meantime  the  man  was 
covered  by  the  act  for  $4,500  without  the  payment  of  a  premium. 
The  man  would  say,  "I  will  have  this  $4,500  term  insurance  and 
$10,000  in  insurance  effective  February  12,"  but  in  effect  they  did 
not  do  that,  because  they  did  not  strike  out  the  proper  line.  The 
officer  did  not  understand  that  and  the  men  did  not  understand  it. 
and  there  was  a  great  deal  of  confusion  because  of  that  in  the  early 
days.  We  are  paying  $10,000  claims  on  those  applications.  We  said 
when  we  received  this  insurance  that  those  boys  were  insured  for 
$10,000  from  the  date  of  the  si<rnature,  and  tlie  premiums  ou^rht  to  be 
deducted.  Months  afterAvards  we  found  that  the  men  misunderstood 
it,  and  that  they  did  not  deduct  the  premiums  until  February.  In 
the  meatnime  the  boys  were  covered  for  $10,000. 

Mr.  Vaile.  Do  you  know  the  total  amount  that  was  deducted? 

Mr.  Macfarlane.  Yes,  sir. 

Mr.  Vaile.  Do  you  know  the  total  number  of  men  who  were  in- 
sured during  the  period  for  which  those  deductions  were  made? 

Mr,  Macfarlaxe.  We  are  just  getting  to  the  point  w^here  those 
figures  are  coming  out.  We  are  making  four  and  a  half  million  cards 
following  the  discharge  of  the  men  fn»m  the  Army.  Eacli  month, 
the  discharged  man  was  not  always  checked  on  the  pay  roll.  In  some 
cases  the  officer  did  not  check  the  men  on  the  pay  roll,  and  sometimes 
we  get  men  discharged  who  have  not  been  check  for  six  months.  All 
of  those  things  must  be  taken  care  of,  and  gradually  those  figures 
are  being  worked  out.  We  hope  very  soon  to  be  able  to  check  ui) 
those  service  department  deductions  up  to  the  time  of  the  armistice. 
That  is  all  we  can  do  just  now.  but  that  will  be  the  big  bulk  of  the 
premium  income.  We  will  have  a  certain  amount  of  deductions  from 
the  Army,  Navy,  Marine  Corps,  and  Coast  Guard  for  each  month  up 
to  the  armistice,  and  then  we  will  take  the  deductions  that  they  say 
they  marie,  and  by  a  comparison  find  the  discrepancy.  Of  course, 
ihev  will  immediatelv  turn  around  and  sav,  "  Show^  me."  Then  we 
will  take  up  the  month  of  Xoveml)er,  1917,  probably,  and  pull  all 
the  cards,  throw  them,  and  take  up  the  abstracts.  Then  we  wull  say, 
"  Here  is  an  application  for  which  no  deduction  was  made,  and  here 
is  another  application." 

We  will  also  take  up  the  question  of  the  officers.  The  officer  makes 
his  own  deduction  from  the  pay  voucher.  Some  regulation  was 
passed  to  protect  the  officers,  and  the  officers  were  authorized  to  make 
the  deductions  on  the  pay  roll  or  pay  vouchers.  As  long  as  he  was 
in  the  active  service  he  would  be  protected.  In  other  words,  a  man 
who  did  not  make  up  a  pay  voucher  in  three  months  and  then  went 
over  the  top  and  was  killed  we  considered  insured.  As  a  matter  of 
fact,  probably  a  great  many  officers  failed  to  make  deductions  on  the 
pay  vouchers,  and  unless  we  were  now  to  examine  that  pay  voucher 
imii  try  to  get  the  premium  back  or  an  accounting  for  the  amount  of 
insuranee  our  account  will  be  underestimated.  Gen.  Lord  ^id  to  us 


that  if  we  could  point  out  any  case  where  an  officer  had  not  made  his 
deduction  that  he  would  witldiold  it  from  the  final  pay.  It  is  abso- 
lutely impossible  for  us  to  take  up  every  discharge  and  go  through 
every  Army  quartermaster's  accounts  and  our  records  before  the  man 
was  discharged  to  find  out  whetJier  the  deduction  was  made  from 
^ve^  montlrs  pay  voucher. 

Mr.  Andbews.  Does  the  bureau  hold  itself  out  as  the  responsible 
agency  for  those  collections  ? 

Mr.  Macfaelanb.  That  is  a  question  that  is  not  determined.  The 
war-risk  insurance  act  says  that  the  deduction  may  be  made  from  the 
pay  or  deposit  of  the  soldier, 

Mr.  A  N  DREWS.  What  authority  would  the  bureau  have  to  make  the 
deductiona,  if  it  should  undertake  to  do  it,  from  the  soldier's  pay  ? 

Mr.  Yaile*  From  the  final  pay,  for  instance  ? 

Mr.  Ands£ws«  Yes. 

Mr.  Macfamlane.  As  long  as  the  man  is  insured  and  authorizes  a 
deduction  for  his  premium  

Mr.  Andrsws  (mt^rposing).  That  is,  while  in  the  service! 

Mr.  Magfarlank.  Imless  he  says,  "  I  authcmze  a  deduction  from 
my  monthly  pay  "  

Mr.  Andsbws  (int^posing).  How  could  the  bureau  make  any  de- 
duction from  the  soldier's  pay  ?  What  authority  has  the  bureau  to 
make  that  deduction? 

Mr.  Macfablane.  Do  you  mean  in  the  ordinary  course! 

Mr.  AswEws.  Yes;  while  the  soldier  is  in  the  service?  . 

Mr.  Macfablake.  The  act  authorizes  it. 

Mr.  Ani>rew&  But  has  the  bureau  the  power  to  enforce  that  pro- 
Tision  of  the  act! 

Mr.  Macfarlane.  I  do  not  think  there  is  any  question  of  that. 

Mr.  Andrews.  Now,  the  soldier  is  under  tlie  control  of  the  War 
Department,  is  he  not? 

Mr.  MACFARiiANE,  Ycs,  sir. 

Mr.  Andrews.  And  the  War  Department  lias  full  authority-  to 
make  payment? 

Mr.  Macfarlane.  Yes*  sir. 

Mr.  Andrews.  It  has  absolute  charge  of  tlie  appropriation  out  of 
which  that  deduction  will  be  made? 
Mr.  Macfaulane.  Yes,  sir. 

Mr,  Andrews.  And  the  law  lays  the  duty  and  responsibility  upon 
the  War  Department  to  make  that  deduction  and  turn  it  over  as  a 
credit  to  the  bureau? 

Mr.  Macfarlane.  Yes,  sir. 

Mr.  Andrews.  Then,  Avhat  authority  would  the  bmeau  have  to  as- 
sume the  collection  of  it  ? 

Mr.  Macfarlane.  The  War  Department  would  collect  it. 

Mr.  Andrews.  In  other  words,  if  you  discover  that  it  lias  not  been 
paid,  you  call  the  attention  of  the  War  Department  to  that  fact? 

Mr.  Macfarlane.  Yes,  sir. 

Mr.  Andrews.  Let  us  go  back  to  that  point  and  determine  whether 
or  not  the  War  Department  is  the  legal  agency  to  make  the  deduction 
and  turn  in  the  money,  or  whether  the  bureau  is  such  legal  ag^acy. 
It  occurs  to  me  that  that  is  a  very  important  point. 

Mr. Macfarlank.  I  think  that  is  the  point  under  discussion,  where 
the  obligation  ends,  in  view  of  the.  fact  that  there  was  this  war  and 
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these  men  were  going  overseas  and  applications  were  coming  in  in  att 
kinds  of  Avays.  The  officers  could  not  be  properly  instructed,  and 
the  application  form  itself  was  drawn  up  in  a  peculiar  way,  and  they 
did  not  always  knoAV  just  the  right  interpretation.  .  ,  , 

Mr.  Andrews.  My  question  related  exclusively  to  the  period 
the  men  Avere  in  service  and  not  after  they  were  discharged.  After 
the  man  is  discharged,  tliere  is  a  different  situation.       '  ^ 

Mr.  Macfarlaxe.  In  the  early  months  when  these  deductions  Were 
not  made  on  the  pay  roll,  probably  through  the  men  and  everybody 
else  failing  to  understand  what  was  the  pri^per  deduction,  the  men 
imagining  that  thev  were  only  going  to  be  insured  from  February 
12  when  the  bureau  under  the  act  had  insured  them  right  away — 
whether  that  obligation  is  on  the  War  Department  or  whether  on  the 
bureau  as  I  understand  it,  the  question  has  not  been  determined. 

Mr.  Xndbews.  If  you  find  in  the  course  of  the  examination  that  a 
ccmsiderable  amount  or  that  any  amount  of  money  due  under  this 
provision  has  not  been  deducted,  it  is  imj^ortant  for  us  to  know 
Avhether  to  lodge  that  responsibility  with  the  bureau  or  witfe  the 
War  Deparbnent. 

Mr.  Macfarlane.  Absolutely. 

Mr.  Andrews.  I  do  not  think  you  wouhl  want  us  to  charge  any- 
thing to  the  bureau  that  belongs  to  the  War  Department,  would  you? 
Mr.  Mactari^ane.  Well,  after  all,  it  will  be  just  a  paper  transac- 

Ifo.  Andrews.  The  point  in  that,  for  our  investigation  and  m 
pointing  out  where  the  difficulty  lies,  is  that  we  would  want  to  fix 
definitely  and  correctly  the  responsibility.  If  the  War  Department 
has  failed  to  make  the  deductions  that  should  have  been  made,  that 
department  should  answer  for  it. 
-  Mr.  Mcfaklane.  Yes.  sir ;  I  think  they  ought  to- 

Mr.  Vaims.  The  War  Department,  of  course,  pays  the  men. 

Mr.  Macfarlane.  Yes,  sir ;  and  the  man  authorizes  the  deduction 
from  his  pay.  Th«n  the  questitm  arises  that  the  officers  did  not  un- 
derstand the  war-risk  insurance  act,  and  that  they  had  a  great  deal 
of  paper  work  to  do.  Thev  would  say  that  th^  men  authorized  the 
deduction  from  their  pay  from  February  12,  whereas,  as  a  matter  of 
fact,  they  were  insured  before  that  time. 

Mr.  Yaiub.  At  the  time  the  soldier  was  paid  the  Bureau  of  War 
Bisk  Insurance  had  no  machinery  with  which  to  make  the  deduc- 
tions? .  , 

Mr.  MacfarliAne.  No,  sir ;  and  probably  did  not  receive  the  aijpfi- 
cations  until  months  afterwards;  and  did  not  know  the  deducucms 
were  not  being  made  until  within  the  last  few  months. 

Air.  Vaile.  There  is  no  agency  of  your  bureau  on  the  scene  when 
the  abstracts  are  made  out  and  the  soldiers  paid? 

Mr.  Macfarlane.  No,  sir. 

The  Chairman.  Is  there  any  responsibility  on  the  Bureau  of  War 
Eisk  Insurance  to  notify  the  War  Department  of  the  premiums  that 

they  should  deduct? 

Mr.  Macfarlane.  That  would  have  been  an  impossibility. 

The  Chairman.  This  is  what  I  want  to  get  at  in  the  question:  I» 
there  any  responsibility  on  the  part  of  the  bureau  to  do  that? 

Mr.  Macfarlane.  No.  sir.  Theoretically  there  would  be  a  re- 
sponsibility,  but  I  think,  keepin-^  in  mind  the  functions  under  the 
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war-risk  insurance  act,  with  the  many  more  important  things  to  be 
<lone,  it  would  have  been  impossible. 

The  Chairman.  Let  me  ask  you  a  few  questions  along  that  line: 
How  do  vou  estimate  the  premium  receipts? 

Mr.  Macfarlane.  When  the  applications  were  received  in  the 
bureau,  we  kept  each  day  an  adding-machi'ne  total  of  the  receipts, 
so  manv  hundreds  of  millions  of  dollars  in  insurance  received.  As 
a  matter  of  fact,  the  receipts  were,  we  Avill  say,  for  the  month  of 
January  or  April,  1918,  while  the  applications  may  have  been  dated, 
April,  March,  Fe])ruary,  May.  June,  or  December.  We  took  those 
monthly  totals  and  Ave"^  found  that  the  avera<re  ajie  was  26i  years 
•at  the  date  of  entering  the  service.  We  said  there  Avas  so  much  in- 
surance received  in  January,  and  we  took  that  month's  premiums 
•out  of  that  pay  roll.  Of  course  we  knew  that  it  was  underestimated. 
Now,  we  have  a  punched  card  on  each  individual  api)lication  show- 
ing the  exact  month  in  which  it  was  issued,  and  that  is  what  we  are 
figuring  out  the  premium  income  on.  Therefore,  assuming  that  our 
records  are  correct,  we  ought  to  know  to  the  exact  dollar  and  cent, 
what  premiums  we  ^uld  chwge  the  Army,  what  premiums  we 
should  charge  the  Navy,  etc- 

The  Chairman.  Do  you  know  what  your  premium  incraae  is? 

Mr.  Macfablake.  No,  sir. 

The  Chaxbhan.  Do  you  know  approximately? 

Mr.  MacfarIiAne.  I  know  that  we  received  a  month  ago  in  cash 
About  $3,000,000.  That  is,  of  course,  from  men  out  of  the  service. 
As  to  the  deductions  in  the  service,  of  course,  we  do  not  know. 

The  Chairmak.  This  $3,000,000  

Mr.  Macfarlani:  (interposing),  '^ose  are  premiums  frckm  ex- 
service  VMIDi.  ' 

The  Chairmak.  How  do  you  estinwte  those  premiums? 

Mr.  Macfarlane.  We  could  make  very  good  estimates  up  to  the 
time  of  the  armistice,  based  on  the  nv^rage  age  of  36^  years  and  the 
average  policy  of  about  $8,700.  Wtf  would  have  say,  a  million  men, 
of  the  average  age  of  26|  years,  insured  for  that  average  amount,  the 
premium  on  a  $10,000  policy  being  $6.60  per  month,  and  just  a  little 
figuring  on  that  would  give  us  the  premium  income.  That  was  the 
rough  and  ready  way  of  estimating  it.  Then,  as  the  men  became  dis« 
charged,  many  lapsed  their  policies,  renewed  them^  and  then  lapsed 
them  again.  AVe  have  no  means  just  now  of  stating  exactly  what 
is  the  amount  of  our  premiums  receivable.  When  this  thing  settles 
down  in  a  month  or  so.  we  ought  to  stop  work  for  a  day  and  tnlly 
up  on  the  cards,  check  up  all  the  deductions,  and  find  out  what  the 
condition  is  on  a  certain  date. 

The  CHAii?]\rAx.  You  have  had  a  good  deal  of  actuarial  experience, 
and,  of  coiuvse,  I  know  that  you  have  certain  systems  by  which  you 
estimate  actuarily  the  income  from  premiums,  and  I  assume  that 
you  apply  those  systems  in  the  bureau? 

Mr.  Macfart.ane.  Yes,  sir. 

The  CirAiiiMAN.  Those  systems  are  in  operation  there? 

Mr.  Mactarlaxe.  Yes,  sir.  Of  course,  the  situation  in  the  bureau 
is  a  very  different  one  from  that  which  applies  to  an}^  privat<^  com- 
pany, because  we  have  men  in  the  service,  and  men  out  of  the  service, 
and  we  have  a  monthly  premium  business  that  changes  from  day  to 
day.  We  have  the  largest  lapse  rate,  I  think,  in  history. 


94  WAR  RISK  INSURAInCE  BUREAU. 

Mr.  Andrews.  Naturally,  you  have. 

Mr.  Macfarlane.  Yes,  sir;  but  it  does  not  lend  itself  to  account- 
in<r  until  things  become  settled.  It  is  like  trying  to  audit  accounts 
before  the  accounts  are  in. 

The  Chairman.  Can  you  state  to  the  committee  approximately 
how  the  premiums  that  the  bureau  will  receive  will  compare  with 
the  insurance  that  they  have  to  pay;  that  is,  the  amount  of  the 
premiums  and  the  amount  of  the  insurance  that  you  have  to  pay  and 
which  is  covered  by  the  premiums? 

Mr.  Macfarlane.  Of  course,  you  realize  that  we  have  awarded 
insurance  claims  of  over  $1,000,000,000,  and  you  know  that  war-risk 
insurance  is  payable  in  monthly  installments.  Therefore  we  do  not 
have  to  disburse  that  $1,000,000,000  at  once,  but  it  is  disbui-sed  in 
installments  over  the  next  20  years,  so  that  our  appropriation  will 
last  us  probably  three  years.  I  made  up  an  estimate  for  the  Treas- 
ury Department  the  other  day  as  a  tentative  matter  for  the  balance- 
of  this  fiscal  year.  We  ha(i  received  in  October  of  this  year,  to- 
June  20,  inclusive,  $40,000,500  in  cash  premiums,  and  we  have  trans- 
ferred from  pav  appropriations  of  the  services  $96,000,000,  making" 
a  total  from  October  19  to  June  20  of  $136,000,500.  In  that  same 
period  our  disbursements  on  account  of  insoraace,  in  view  of  the 
instalhnent  feature,  would  be  $214,000,650. 

The  Chairmak.  Is  it  your  impression  that  the  premiums  are  going^ 
to  fall  far  short  of  meeting  the  insoraace  t^arough  the  next  20  years 
or  so? 

Mr.  Macfarlaxe.  Assuming  that  we  have  $1,000,000,000,  and  we 
had  about  $900,000,000  in  clauns  up  to  the  armistice  coverinji:  active 
warfare,  we  estimated  the  premium  incraote  at  that  time  at  $200,- 
000,000,  so  that  the  war  cost  to  the  taxpayers  is  $700,000,000.  How- 
ever, that  has  not  got  to  be  paid  out  now.  It  is  imder  the  ii^talimeiit 
feature  of  ihe  war  insunmce  act 

The  Chairman.  Excuse  me  right  there.  Has  that  approximate 
amount  of  $700,000,000  got  to  be  met  by  cougroesicmal  appropria- 
tions? 

Mr.  MACFABZiAK£.  That  will  have  to  be  met  by  congressional  ap- 
propriations in  years  to  come,  but  not  at  the  pres»nt  time.  It  has^ 
not  got  to  be  met  by  congressional  appropriation  just  now,  because 
we  have  received  $^,000,000  in  cash  premiums.  As  I  have  said,  we 
do  not  pay  the  claims  immediately,  but  they  are  under  the  install- 
ment feature.  That  is  a  good  economical  feature  because  it  spr^ds 
the  cost  over  20  years.  In  four  years  it  will  cost  $70,000,000  a  year 
to  pay  the  clainus. 

The  Chairmak.  The  question  that  comers  up  in  my  mind  is  this: 
Assuming  now  that  Congrem  will  pay  this  approximate  amount  you 
have  stated,  then  will  the  premiums  that  you  receive  pay  the  insur- 
ance as  it  comes  due  from  year  to  year? 

Mr.  MacfariiAne.  Yes,  sir. 

The  Chairmak.  So  that  it  is  your  opinion  that  the  only  appro- 
priation that  it  will  be  necessary  for  Congress  to  make  to  keep  this 
Bureau  of  War  Risk  Insurance  in  operation  will  be  an'  appropria- 
tion to  cover  this  approximate  amount  you  have  just  stated? 

Mr.  Maofart.axk.  Yes,  sir.  In  other  words,  Congress  will  have 
to  appropriate  during  the  next  20  years  the  necessary  amount  to 
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cover  the  war-cost  insurance.  In  the  future  it  is  lifce  fire  insurance— 
that  is,  wh^  we  get  $10,  we  expect  $10  in  claims. 

The  Chairman.  You  stated  that  from  your  experience  you  have 
no  doubt  that  the  bur^u  will  be  able  to  muntam  itself  after  the 
payment  of  this  war  insurance? 

Mr.  MACFABiiANE.  There  may  be  some  more  claims.  In  other 
words,  we  have  boys  in  the  hospitals  now,  and,  of  course,  some  of 
those  boys  will  die,  and  that  wiU  be  a  war  cost;  but  above  the  war 
cost,  which,  of  course,  includes  the  influrasa  cost,  the  prraouums  will 
meet  the  current  risks. 

Mr.  Yailb.  In  maldi^  that  statem^t,  you  are  not  anticipating 
nny  great  increase  in  the  number  of  lapses,  are  you? 

Mr.  MAGi'ABiiANE.  The  lapscs  will  not  matter,  unless  we  get  no- 
body but  the  cripples  left,  or  unless  there  is  a  great  selection  against 
the  Government,  or  unless  all  the  healthy  go  out  and  leave  us  noth- 
ing but  men  who  have  been  gassed,  or  something  else. 

Mr.  VauiE.  Some  of  us  gathered  the  impression  that  the  less  desir- 
able risks  were  the  ones  that  were  being  left  with  the  War  Sisk  Jn- 
surance  Bureau. 

Mr.  MACFARijVNR,  That  is  a  feature,  that  we  must  take  rinv  of 
and  see  that  it  does  not  happen.  Of  ecMH.  if  we  just  sit  cIoavu  and 
wait  for  the  men  to  come  to  us  and  take  out  the  insurance,  without 
going  out  and  askinjr  them  to  take  it.  it  nii^ht  result  that  way.  By 
spendin<r  a  little  money  in  froinjr  out  amon^  those  men  and  ur*i:inf]f 
tliem  to  retain  their  insurance  we  could,  no  doubt,  save  Congress  a 
considerable  amount  in  a])pr()priations. 

Mr.  A^viLK.  You  slated  a  moment  ago  that  your  bureau  had  bad 
the  greatest  niuiiber  of  ]a])ses  of  any  insurance  orjranization  with 
which  you  lune  been  familiar.  Can  you  state,  in  a  fieneral  way. 
Avluit  the  proportion  of  lapses  is  to  the  total  number  of  insured  yo\i 
have  bad  ? 

Mr.  Macfaulane.  I  think  about  75  per  cent  of  the  men  have 
lapsed  their  insurance. 

Mr.  A'^ATLK.  Have  you  any  means  of  ascertaining  the  comparative 
merits  of  those  who  are  left  Avith  those  who  have  lapsed  their 

policies? 

Mr.  ^Iacfarlam-:.  Xo.  sir.  T  do  not  think  myself  that  there  is 
any  selection  a^jainst  the  Government  in  this  thing.  T  think  that  is 
just  because  the  men  are  going  out  of  the  service.  When  it  comes 
to  the  $(».r)0  ])er  month,  they  may  not  want  to  pay  it,  but  wo  think 
that  a  great  many  of  Iheni  will  come  back.  I  think  if  this  legisla- 
tion is  passed  by  the  House  it  will  bring  many  of  them  back. 

Mr.  Vailk.  If  any  of  the  soldiers  did  consider  the  propriety  of 
letting  their  insurance  lapse,  would  not  those  be  mostly  influenced 
who  could  not  get  insurance  elsewhere  ? 

Ml-.  MACPWiiLAXE.  Tliat  would  be  human  nature. 

]Mr.  Vail.e.  So  that  would  it  not  be  reasonable  to  suppose  that 
among  the  25  per  cent  left  you  would  have  an  undue  propoilion  of 
poor  risks? 

Mr.  MacfapvI.ane.  I  do  not  think  so.  for  this  reason,  tbat  there  are 
a  great  many  men  holding  on  to  their  war-risk  iiii^ujrauce  because 
thev  know  that  it  is  a  good  thing. 

]\[r.  Vaile.  Is  it  not  especiiilly  a  good  thing  for  the  man  who  can 
not  get  insurance  elsewhere  i 
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Mr.  Macfahlane.  Absolutely:  of  courso. 

Mr.  Vaii.e.  You  do  not  suppose  that  that  feature  is  strong  enough 
to  affect  tlie  number  who  have  lapsed  in  su(*h  u  way  as  to  leave  an 
undue  proportion  of  poor  risks  in  the  bm  eau  ? 

Mr.  Macfaklane.  Xo.  sir.  I  expect  that  a  great  many  men  who 
have  lapsed  their  insurance  will  come  back  before  the  18  months  is 
up,  if  the  Sweet  bill  should  pass  the  Senate. 

Mr.  Vaile.  I  wish  you  Avould  explain  to  us  from  your  actuarial 
experience  how  the  Government  can  pay  tlu*  future  expenses  of  the 
War  Eisk  Insurance  Bureau,  aside  from  what  you  have  just  de- 
scribed as  the  war  losses,  from  insurance  which  was  sold  at  a  less 
rate  than  that  charged  by  the  regular  insurance  companies? 

Mr.  Macfarlane.  Well,  of  course,  there  will  be  two  kinds  of  in- 
surance. There  will  be  the  term  insurance  that  will  run  for  the 
next  five  years,  or  for  five  years  after  peace  is  declared.  After  that 
time  the  inen  have  the  right  to  convert  them  into  permanent  forms 
of  insurance,  such  as  ordinary  life,  twenty-])nyment  life,  etc.  Now, 
this  converted  insurance  will  stand  on  its  own  legs,  and  will  not 
require  any  appropriation  from  Congress  Avhatsocver.  excei^t  to  meet 
the  expense  of  running  the  bureau.  That  is  juovided  for  in  the  act. 
The  converted  insurance  w^ill  be  self-sustaining.  We  will  build  up 
reserves  and  the  Treasury  will  invest  the  money  at  a  rate  of  interest 
over  that  required  to  keep  us  solvent,  because  we  will  have  a  mor- 
tality underneath  the  rate.  That  converted  insurance,  therefore,  will 
be  self-supporting,  unless,  as  you  suggest,  we  get  nothing  but  bad 
risks.  The  term  insurance  starts  out  on  this  basis,  that  we  have  over 
$1,000,000,000  worth  of  claims,  and  that  we  have  got  certain  monies 
that  will  pay  those  claims  for,  say,  three  years.  By  that  time  our 
cash  balance  will  be  depleted  and  we  will  have  liabilities  of  $70,- 
000,000  each  year.  We  will  not  have  the  money  to  meet  that,  and 
that  is  when  Congress  will  make  appropriations. 

Mr.  Vaims.  I  was  not  referring  to  what  you  call  war  risks. 

Mr.  Macfari^ane.  If  Congress  or  the  Appropriations  Committee 
appropriated  now  $700,000,000  or  $800,000,000  we  would  set  that 
money  aside  and  invest  it,  and  never  have  to  come  before  Congress 
a^in,  but  because  the  Appropriations  Committee  does  not  do  that, 
we  would  pay  the  war  claims  out  of  the  premiums. 

Mr.  Vaile.  Still,  you  figure  that,  aside  from  the  losses  due  to 
casualties  of  battles,  or  deaths  from  dinbilities  or  disease  incurred 
in  the  service,  the  bureau  will  be  self-sustaining  ? 

Mr.  Macfarlane.  Let  us  talk  about  what  has  happened :  Thwe 
is  $1,000,000,000  worth  of  claims  ajid  the  premiums  will  pay  those 
claims  so  far  as  they  go,  and  then  Congress  will  come  to  the  rescue 
and  pay  the  others.  Now,  we  start  out  to-day  fresh,  we  will  say, 
with  the  term  insurance  business.  Say  that  1,000  men  keep  their 
term  insurance,  and  they  pay  us  $10,000  per  month.  Now,  m  that 
month,  according  to  the  theory  of  the  insurance,  $10,000  in  claims 
should  arrive,  and  we  have  received  $10,000  from  premiums.  When 
the  $10,000  in  claims  arrives,  we  have  to  puv  them  in  a  lump  sum, 
and  that  would  strike  a  balance.  If  we  did  not  do  that,  but  paid 
$57.50  each  month  for  20  years,  we  would  have  the  $10,000,  ana  we 
would  have  to  keep  duplicating  that  payment  every  month  at  the 
rate  of  $57.50. 
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Mr.  Vaim.  That  payment  of  $57.50  per  month  is  anaiagous  to 
certain  forms  of  insurance  carried  by  ath&t  companies 
Mr.  Magtablake.  Yes,  sir. 

Mr.  Vaujs.  But  the  charge  to  the  insured  for  the  insurance  is  kssi: 
Mr.  MACPAUiAiis.  Ye&  sir. 

Mr.  Vailb.  Now,  to  waat  process  do  yo«i  attribute  the  supposition 
tiiat  tiie  Government  <^  carry  suah  insurance  for  kss  than  similar' 
insurance  is  carried  by  the  ol<f-lme  companies  ^ 

Mr.  Ma€VAU«aiib.  The  premium  rates  charged  for  the  fe^nu  innur- 
ance  is  the  ordinary  peace-time  rate,  but  the  Gov^ramm^  P^y^  ^nr 
eispense  of  running  tluB  bureau,  whidi  is  aotiuHriBed  by  the 

Mr.  Vaiui.  Is  that  tihe  only  diffni^iusef 

Mr.  Magfabi:ji.ne,  Yes,  sir. 

Mr.  Vaiijl  Asmiming  that  the  risk  would  be  equally  good! 

Mr.  Macfaslakb.  Jtaiy  company  oould  afford  to  insure  oa  the 
same  basis  that  had  no  expenses  oi  agencies  to  pay,  or  no  actuaries 
or  directors  to  pay.  They  ccnild  do  the  same  thing* 
.  Mr.  Vailb.  Would  the  proportion  between  the  eicpense  of  conduct- 
ing the  business  and  the  paymwt  of  the  losses  be  about  the  same 
for  the  Government  as  for  the  private  insurance  cmipany,  or  would 
it  be  greater  ? 

Mr.  Macfarlane.  In  other  words,  can  the  Government  adnunis^ 

trate  this  thing  cheaper  than  other  companies? 

Mr.  Vailk.  Or  as  cheaply? 

Mr.  Macfarlane.  Of  course,  the  (xovemment  is  not  paying  any 
agents,  but  it  is  tryin*?  to  do  a  mail-order  business. 

Mr.  Vaile.  Are  there  any  elements  that  make  it  less  or  more  ex- 
pensive? 

•Mr.  Macfarlane.  If  you  resolve  that  into  the  final  issue,  it  is  the 
old  question  of  Avhether  the  (iovernment  can  do  a  thin<r  cheaper  than 
a  private  company  can.  The  expenses  would  be  paid,  and  so  far  as 
the  insured -is  concerned,  the  question  of  whether  the  bureau  was  run 
expensively  or  cheaply,  would  not  matter.  He  pays  a  premium  rate 
that  covers  only  the  risk.  Suppose  it  costs  $10  to  insure  a  house 
aofainst  fire,  then,  apart  from  all  expenses,  he  pays  $10.  He  does  not 
care  Avliether  it  costs  $20  to  i)ut  that  insurance  on  the  books,  because, 
in  this  case,  Conp^ress  will  pay  that  money.  In  a  private  company  he 
would  pay  it.  In  the  case  of  a  private  company,  the  question  of 
hoAv  cheaply  or  expensively  the  company  is  run  affects  the  insured* 
If  it  is  a  dividend  policy,  the  dividend  is  affected. 

Mr.  Vatle.  When  Congress  is  called  upon  for  a])propriations  will 
there  be  any  way  of  distinjruishinfr  the  ])art  which  is  estimated  for 
the  payment  of  what  you  have  just  I'eferred  to  as  the  war-risk  cost, 
and  tlie  ]yart  desired  for  the  payment  of  current  losses? 

Mr.  Macfarlane.  Yes,  sir.  In  other  words,  if  an  estimate  is  sub- 
mitted for  so  many  millions  of  dollare  to  be  covered  into  the  military 
and  naval  insurance  a  impropriation,  the  figures  will  show  so  many 
claims  occurring  in  1919.  Ave  will  say,  under  war  risks,  and  the  pre* 
minms  received  in  that  fiscal  year. 

'  Mr.  Vaii*e.  But  there  will  not  be  any  way  of  distinguishing  the 
proportion  of  the  cost  to  the  Government  of  carrying  that  part  which, 
is  due  to  the  war  losses  and  that  part  which  is  due  to  current  losses, 
will  there,  or  will      oveiiiead  expexm  be  charged  to  each  kind  I 

173824—20  ^ 


58 


WAR  BISK  IIsrsUBAHGE  BUEBAU. 


^fr.  Macfarlane.  Yes,  sir ;  but  the  overhead  would  come  out  of  a 

dilferent  ai)])ropriation. 

^Ir.  A'aii.k.  l>ut  niy  iiKjiiirv  Avas  intended  to  bring  out  whether  or 
not  there  would  be  any  way  of  apportioning:  it. 

^Ir.  Macf  APvLAXE.  I  think  that  could  l)e  done  by  finding  out  the  ex- 
pense of  tlie  department  that  pays  the  losses. 

Mr.  Vaile.  The  same  department  would  \rdy  them. 

]Mr.  Macfaklaxe.  If  you  have  120,000  claims  occurring  during  a 
month,  and  you  liave  10,000  claims  occurring  in  1921  during  peace 
times,  you  could  get  at  the  n<irmnl  cost  

Mr.  Vaiee  (interposing).  AMuit  I  am  trying  to  get  at  is  this:  As  to 
the  claims  that  occur  in  })eace  times,  or  what  I  have,  perhaps,  in- 
rtccurately  referred  to  as  current  losses  in  the  future,  the  proportion 
between  tlie  overhead  ex])ense  on  account  of  those  losses  and  the 
losses  tlieinselves  should  be  the  same  as  exists  in  the  case  of  insurance 
of  a  similar  nature  in  private  companies,  should  it  not? 

^fr.  MACFAiiLAXE.  I  think  it  would  be  a  false  basis  to  assume  thai 
Ihe  cost  of  getting  the  insurance  on  the  books  is  proportionate  Avith 
the  cost  of  paying  the  chiims.  The  bureau  is  in  an  entirely  ditferent 
situation  from  that  of  any  company  that  has  a  monthly  premium 
business.  This  insurance  was  not  sold;  it  was  so  good  that  they  took 
it.  These  men  have  got  to  be  reinstated  and  then  they  have  got  to 
pay  the  premiums  monthly.  Wherever  you  have  a  mail-order  busi- 
ness it  makes  the  running  of  the  thing  aAvay  out  of  proportion  to 
the  cost  of  running  the  thing  where  some  man  has  a  monetary  in- 
terest in  having  the  men  to  renew  their  premiums  and  keep  up  the 
insurance.  If  they  fail  to  pay  Hm  pramiuin8y  th&  agency  looks  them 
up  and  reminds  them  of  it. 

Mr.  Vatee.  That  is  about  the  only  way  I  keep  mine  up.  The  agency 
is  on  the  alert. 

^fr.  Macfablane.  And  he  gets  5  i>er  cent  for  doing  it,  probably. 

Mr.  Vaile,  Do  you  think  that  the  cost  of  the  Government  should 
1>y  reason  of  the  nature  of  the  case  be  greater  thm  the  oost  o£  the 
private  company? 

Mr.  MACFARiiAKE.  For  a  certain  number  of  years. 

Mr.  Vaiui,  The  cost  of  a  mail-order  busmese  would  be  greater? 

Mr,  Mac^ablake.  Yes,  ar.  Every  time  you  get  out  a  letter  it  costs 
so  muchj  and  every  time  you  get  a  check  not  properly  made  out,  it 
costs  so  much.  Probably  the  man  does  not  put  the  number  of  his 
policy  on  his  remittance,  Mid  all  of  that  work  must  be  done  from 
Washington.  There  is  no  decentralization  of  it.  In  the  case  of  a 
private  company,  all  of  those  things  come  into  the  home  office  clean, 
because  wmebody  in  the  field  has  handled  them  and  dieeked  them 
up  on  the  spot. 

Mr.  Vaile.  It  would  be  your  judgment,  based  on  yeur  experiMice 
in  the  insurance  busness,  thatr-^- — 

Mr*  Macfablanb  (interposing).  That  the  overhead  expenses  far 
some  things  will  be  greater  than  normally  in  an  insurance  coinpany. 

The  Chairman.  Is  it  not  the  practice  in  the  regular  insurance  com- 
panies to  put  a  certain  amount  of  tiie  pr^iums  as  they  are  paid  hito 
a  reserve  fund? 

Mr.  Macpari^b.  Yes,  sir ;  and  that  will  be  done  under  tlie  new 
form  of  policies  under  the  Sweet  bill— that  is,  the  form  of  policy 
that  the  man  may  change  his  term  insurance  into  in  the  next  five 


WAE  BISK  IHSVBASrCB  BTTBBAU. 


99 


years.  We  will  carry  in  the  Treasury  a  reserve  against  each  of  those 

policies,  and  the  Secretary  of  the  Treasury  is  authorized  under  the 
^Sweet  bill  to  invest  that  reserve  in  Government  securities. 
The  Chairman.  That  has  not  been  done  up  to  date? 

Mr.  Macfarlane.  No,  sir. 

Mr.  Andrews.  If  I  understand  you  correctly,  on  the  peace  basis, 
leaving  out  consideration  of  war  time,  the  soldier  takes  out  rein- 
sui'ance  ? 

Mr.  Ma(  farlane.  Term  insurance. 

Mi\  Andrews.  In  other  words,  on  the  peace  basis  this  policy- 
holder will  pay  into  the  Government  as  much  money  as  his  claim 
Avould  rerju ire  from  the  Government  at  maturity;  the  premimus 
Avould  pay  the  insurance? 

Mr,  Macfarlane.  Yes,  sir. 

Mr.  Andrews.  It  would  not  go  beyond  that,  would  it,  and  leave 
any  margin? 

Mr.  Macfarlane.  It  might  if  the  mortality  is  good:  yes. 
Mr.  Andrews.  But  do  vou  not  count  that  the  Govermuent  would 
pay  all  the  running  expenses  of  the  bureau  ^ 
Mr.  Macfarlane.  Yes,  sir. 

Mr,  Andrews.-  You  do  not  take  into  account  at  all  the  use  of  any 
of  this  premium  money  for  paying  the  running  expenses  of  the 
bureau  ? 

Mr.  Macfablane.  We  cwi  not  under  the  act. 

Mr.  Andrews.  If  this  insurance  is  worth  to  the  ex-service  men 
what  it  is  said  to  be  worth,  why  is  it  necessary  to  get  out  suid  hunt  up 
these  boys  to  have  them  carry  on  this  insurance  ? 

Mr.  Macfarlane.  I  think  as  a  normal  thing  that  a  husky  boy  of 
20  does  not  want  to  think  much  about  death. 

Mv.  Andrews.  We  understand  that  in  a  general  way.  Suppose 
this  committee  ^ould  be  asked  upon  the  floor  of  the  House  when 
in  turns  in  its  report  this  question.  Why  should  the  Government 
xmd&t  these  eonditions  pay  out  miUicms  of  dollars  annually  for  the 
•  running  expenses^  of  the  bureau  to  carry  on  this  insurance  in  time 
of  peace  aside  from  the  hays  that  had  their  insurance  in  time  of  war 
and  for  which  there  is  a  specific  obligaticm  existing  aside  from  the 
others?  What  would  be  your  answer! 

Mr.  MACFAR1.AKB.  The  Government  will  have  to  pay  some  ex- 
pense, whether  one  million  or  im  millions,  for  this  matter.  The 
Government  has  to  p^y  the  expenses  as  a  matter  of  ccmtract 

Mr.  Andrews.  I  mean  about  t^is  p^tce-time  insurance. 

Mr.  Macfar^aks.  That  is  a  question  of  contract  The  men  have  a 
contract  with  the  Government  to  carry  a  set  insurance. 

Mr.  Vaius.  At  a  certain  rate. 

Mr.  MACFARiiAKE,  At  a  certain  rate  per  $10,000. 

Mr.  Andrews.  We  anticipate  in  the  further  discussion  of  this 
matter  in  Congress,  especially  two  or  three  years  hence  or  years  hence 
that  question  is  going  to  become  very  active,  and  we  are  going  to 
come  face  to  face  with  the  question  of  immrance  or  getting  pensions. 

Mr.  Macfarlane.  Yes. 

Mr.  Andrews.  You  say  75  per  cent  of  these  men  have  dropped 
tlieir  insurance  and  25  per  cent  have  carried  it.  Let  us  assume  that 
25  per  cent  carry  that  insurance  on  through? 

Mr.  Mactarlane.  Yes. 
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Mr.  Andrkws.  There  Avould  be  75  per  c(»nt  that  do  not  carry  any. 
"When  they  come  to  advanced  years  and  disabilities  overtake  thein^ 
demands  will  come  to  the  (irovernment  on  what  we  have  ordinarily, 
considered  tlie  pension  policy.    There  would  be  75  per  cent  of  these 
ex-soldier  men  going  on  the  pension  policy;  25  per  cent  on  insurance. 

Mr.  MACFARLANjii.  Twenty-live  per  G&ixt  would  provide  their  own 
pension, 

Mr.  AxDKEWs.  Maybe  they  are  and  niaybe  they  are  not.  That  is 
the  question  as  to  the  cost  of  this  bureau.  Whv  should  the  Gov- 
ernment on  the  basis  of  this  when  the  boys  have  to  be  coaxed  to  keep 
it  up  pay  additional  money  to  keep  it  up? 

Mr.  Macfaulaxk.  I  think  if  the  Government  makes  an  effort  for 
two  years,  say,  goes  out  of  its  way  to  instruct  these  boys  and  gives 
them  all  the  information  which  they  have  i.ot  at  this  time  and  they 
do  not  then  take  insurance,  I  think  their  claim  to  a  pension  is  very 
much  less  than  if  they  had  no  information.  There  are  thousands^ 
millions,  of  men  in  this  country  who  do  not  know  anything  about 
the  war-risk  insurance,  and  when  they  do  ]mow  it  they  take  it. 

Mr.  Andrews.  The  pension  policy  is  bound  to  force  itself  in  the 
nature  of  things  in  the  future  years. 

Mr.  Macfarlane.  That  is  true. 

Mr.  Aj$db£WS.  And  these  two  things  will  cojne  on  Iqv  comparison 
later  on. 

Mr.  Vaile.  Pursuing  that  further,  if  the  question  was  asked  of  me 
as  a  member  of  the  House  when  this  bill  comes  up,  why  the  expense 
should  be  continued  of  carrying  on  the  overhead  of  the  war-risk  in- 
surance, 1  suppose  now  the  only  answer  I  could  mako  wcmld  be  that 
this  was  to  persuade  men  of  the  merits  of  taking  insurance  at  a  lower 
rate  than  they  would  otherwise  have  to  pay,  but  any  difference  be- 
tween the  rat^  is  borne  by  the  public.   That  is  correct,  is  it  S 

Mr.  Macpabijike.  That  is  correct. 

Mr.  Vaiub.  Cmi  you  think  of  any  other  answer  to  that? 

Mr.  Magfablake.  No;  that  is  the  only  reason.   The  act  prescribes 
that  the  Government  will  pay  the  ^cpenses,  that  the  mm  may  get  - 
tliat  cheap  rate.    It  is  a  reward  for  service, 

Mr.  Yahm.  And  since  we  have  ^bari^  upoa  that  policy  it  should 
be  continued. 

Mr.  Macfarlane.  Yes;  it  must  be  continued.  I  am  very  stron|^y 
of  the  opinion  that  it  is  false  economy  to  restrict  a  wide  campugn 
to  have  these  keep  up  their  insurance.  I  think  if  once  the  bureau 
had  reach^  every  man  and  had  gotten  into  personal  ecmtact  with 
that  man,  and  after  that  he  did  not  want  it,  th^  Government  is  th«m 
al^lved  from  worrying  abou  his  insmranee.  But  thousands  of  thmk 
may  take  it  after  it  is  once  explained— a  $1,000  or  a  $10,000  policy. 

The  Chairman.  As  I  understand  it,  they  can  be  reinstated. 

Mr.  Macfarlank.  Yes,  sir  ^  but  we  have  no  branch  offices*  I  think 
this  advertising?  ai)propriat}on  has  just  failed.  We^  have  no  field 
agents.  The  monthly  premium  business  is  entirely  differrat  from  a 
yearly  premium.  The  question  lu'ises  every  month  with  us. 

The  Chairman.  Ijet  m^  ask  you  a  question  right  there:  Do  you 
not  think,  if  there  were  some  way  to  reorganize  th©  wnployees  of 
the  (lei)artment  so  that — and  I  am  not  saying  this  in  criticism  of  the 
employees — so  that  there  would  not  be  so  many  employees  in  the 
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department  here  in  Washington,  not  knowing  what  on  earth  they 
were  there  for,  and  getting  men  out  into  the  field,  it  would  improve 
the  service? 

Mr.  Macfaklane.  Absolutely;  a  decentralization  of  the  organiza- 
tion Avonld  help  wonderfully. 

Mr.  Vailk.  ^Ir.  Macfarlane,  suppose  you  were  unfortunate  enough 
to  be  a  INleniber  of  Congress  in  a  couple  of  yeais  from  now  and  the 
matter  of  i)onsions  couies  up,  pensions  to  these  men  with  whom,  as 
Ml.  Andrews  suggested,  disabilities  may  come  in  future,  and  objec- 
tion is  made  to  granting  pensions  on  the  ground  that  they  had  an 
opportunity  to  continue  their  insurance  through  the  publicity  which 
is  now  proposed,  do  you  not  think  it  would  seem  a  little  ungracious 
to  make  an  answer  that  you,  Mr.  Applicant  for  Pension,  had  not 
chosen  to  take  out  your  insurance? 

Mr.  Macfahlane.  I  think  if  Congress  takes  care  of  the  disabled 
men,  I  can  not  see  how  you  can  ever  pay  a  man  for  doing  his  duty. 

Mr.  Andrews.  There  is  no  cash  payment  that  will  answer  that. 
But  when  this  ex-soldier  meets  misfortune,  his  health  fails  him  in 
advanced  years,  he  is  in  time  of  need.  The  argument  would  be  he 
helloed  his  country  in  its  time  of  need,  now  his  country  should  help 
him  in  his  time  of  need,  and  upon  that  basis  the  country  will  never 
dare  as  a  matter  of  permanent  policy,  to  turn  him  away  with  au 
empty  hand. 

Mr.  Macfaklane.  I  do  not  question  that  a  bit. 

Mr.  Andrews.  That  is  the  basis  upon  which  the  pension  proposition 
is  bound  to  grow,  and  with  75  per  cent  of  the  men  noAv  without  this 
insurance  and  in  all  probability  a  larg^  per  cent  later  on,  this  other 
question  will  not  come. 

Mr.  Macfablane.  Don't  you  think  the  Congress  could  half  meet 
that  if  they  went  still  further  than  the  present  act  and  say  they  would 
pay  a  certain  proportion  of  this  man's  premiums? 

Mr.  Andkbws.  I  do  not  think  I  would  say  that  now.  The  question 
of  the  pension  proposition  is  going  to  be  very  strong  and  widespread, 
and  in  my  mind  it  raises  a  serious  doubt  as  to  the  future  value  of  the 
insm'ance  policy  on  the  part  of  the  Governm^t,  and  it  is  a  very  seri- 
ous question  fw  future  consideration. 

Mr.  Vaile.  Do  you  not  think,  Mr.  Jklacf  arlane,  that  there  would  be 
an  answer  to  this  applicant  that  Mr.  Andrews  has  just  described  to 
say  to  him,  "  You  have  had  an  opportunity  to  take  your  war-risk  in- 
surance." We  could  not  answer  him  that  way,  could  we? 

Mr.  MA<^ABi-AinBw  I  suppose  you  could  not. 

Mr.  Ymsm^  You  could  not  smwtt  him  that  way  as  a  Member  of 

Congress? 

Afo.  M^OP^JiLAkE.  I  probably  could  not. 

The  Chairman.  Mr.  Begg  lias  some  questions  to  ask. 

Mir.  Bma.  X  w wt  to  ask  m  Macfarlane  if  I  understood  him  cor- 
rectly that  he  hftd  14r  year^  of  experience  in  the  insurance  businesB 
before  he  ifwt  villk  tlid  War  BiJ^ 

Mr.  Maopaklakb.  Fourteen  years  in  all.  I  have  been  almost  two 
years       ^  War  Side 

Mr.  BxsGO*  Were  you  with  the  Wair  Bisk  when  it  ^rted? 

MAOFABiiAKE.  Not  quite.  I  came  near  the  end  of  Deoraiber, 
1917.  The  War  Bisk  atertid  in  1914,  and  October  6, 1917,  the  mili.^ 
tary  and  navaL 
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Mr.  Bego.  In  your  jiidgmoiit.  ^vhy  Avas  the  Avar  risk  act  passed, 
to  i)rotect  tlie  Government  or  to  protect  the  boys? 

^Ir.  Macfatilaxe.  The  ori<rinal  idea,  of  course,  of  the  war  I'isk  act 
stalled  v  ith  tlie  fear  that  enlistments  might  be  prejudiced  if  men 
could  not  take  out  insurance  in  private  companies  and  i^ny  the  extra 
premiums.  Tlie  other  reason  is  that  the  companies  could  not  attord 
to  take  the  hazard  of  $10,000  on  each  man  going  into  tlie  war. 
which  nobody  knew  anything  about.  They  could  not  afford  to  do 
it,  and  the  result  of  it  shows  that  they  could  not,  when  it  has  cost, 
the  Government  $700,000,000. 

Mr.  Begg.  There  was  no  obligation.  I  do  not  thiixk  you  have 
answered  the  question.  There  was  no  obligation  to  insure  the  man 
^  military  age  without  putting  in  a  military  protection  clause;  and 
I  may  be  wrong,  but  I  do  not  think  there  was  any  univenml  demand 
from^the  boys  at  that  time  for  insurance. 

Mr.  MACFAiOiANe.  Oh,  yes.  They  always  wanted  insurance,  and 
the  draft  law  destroyed  their  insurabiKty.  No  man  under  31  coidd 
get  a  policy  without  a  military  clause  in  it. 

Mr.  Begg.  Then  the  insurance  act  was  passed,  in  your  judgment,  to 
protect  the  boys  during  the  wart.. 

Mr.  MACFABiiANE.  ICS,  sir. 

Mr.  Begg.  Now,  the  war  is  over  and  the  boys  discharged,  and  ac- 
cording to  your  testimony  75  per  cent  of  the  policies  have  lapsed. 
Mr.  Macfarlake.  That  is  right. 

Mr,  Begg.  Has  not  the  purpose  of  the  war-risk  insurance  act  with 

those  75  per  cent  been  accomplished? 

Mr.  Maci  aiu.am:.  In  the  large  measure  it  has;  yes. 

Mr.  Begg.  Then  Avliat  is  the  iustification  for  spending  public  money 
to  persuade  them  to  continue  in  an  institution  that  they  are  paying 
for,  all  except  the  overhead,  and  the  general  public  is  pa}»ng  for  that? 

Mr.  Macf  \m.ANE.  I  think  that  is  a  question  of  policy. 

]Mr.  Begg.  It  is  a  question  of  policy.  I  grant  that,  but  it  is  a  ques- 
tion of  pulilic  policy. 

Mr.  Mac  FAiii.ANE.  Personally,  I  am  of  the  opinion  that  the  convert- 
ing ineurance  ^  as  tacked  on  to  the  war-risk  insurance  act  as  an  after- 
thought. It  Avas  not  intended  that  the  Government  was  going  into  the 
insurance  business. 

Mr.  Begg.  Who  tacked  that  on? 

Mr.  Macfaklane.  Congress. 

Mr.  Begg.  Who  recommended  it  to  Congress? 

Mr.  Macfareane.  I  do  not  know.  I  was  not  here  at  the  time.^  I 
suppose  it  was  the  Interstate  and  Foreign  Commerce  Committee.  The 
idea  was  that  having  destroyed  the  boys'  insurability  they  ought  to 
cover  them;  a  man  might  come  out  of  the  service  disabled  and  could 
not  get  insurance.  . 

Mr.  Begg.  I  am  talking  about  a  man  who  came  out  m  better  physi- 
cal condition  than  when  he  went  in  and  voluntarily  drops  and  lets 
his  policy  lapse.  On  what  basis  does  th(i  war-risk  department  start 
out  with  the  view  that  they  will  go  out,  and,  as  you  stated  a  moment 
ago,  personally  visit  75  per  cent,  which  will  be  about  3,000,000  boys? 

Mr.  Vaiu:.  Visit  them  by  mail. 

Mr.  BBGft.  He  said  that  Congress  should  adopt  the  policy  ot  send- 
in<^  out  and  soliciting  these  boys  and  showing  them  the  l)enefits  to 
be^'derived  from  going  into  the  Government  insurance  scheme. 
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Mr.  Macfarlakb.  The  theory  of  mswmm  m  the  theory  of  ^ver- 

uL^es.  We  have  got  to  hold  the  bag.  .i 

Mr  Begg.  I  do  not  care  anything  about  the  theory  of  the  insur- 
ance or  the  cost.  I  want  to  know  the  theory  of  goverraneat  you 

are  basing  it  on,  -»r    j?    i      ?  v^^ 

Mr.  Vatee.  That  is  a  little  out  of  Mr.  Ma^^farlanes  hne. 
Mr.  Bk(;(;.  Xo.  I  take  Mr.  Macfarlane  is  partiaUy  wsponsihle  for 

^lirMlSri'xK.  Not  a  bit;  the  Secretary  ot  the  Tr«««y  is 

responsible  for  that.  ,    ,  .    i  •       ^  ^u;- 

Ut.  Andrews.  AVho  was  responsible  for  the  tackmg  on  of  this 
insurance^  AVhen  that  lejrishition  was  under  consideraticm  former 
Secretary  McAdoo  made  that  a  very  prominent  question  of  urgency 

to  avoid  the  question  of  pensions.  ^.      v  t 

The  C  HAiRMAN.  Do  not  get  away  from  that  question,  because  1 
think  that  is  one  of  the  most  important  things  that  has  been  asked 
in  the  hearings,  and  I  think  Uv.  Macfarlane  ilomJns  '^V'F^o^ 
is  best  able  to  answer  it,  more  than  any  one  who  has  been  before 

the  committee.  ,    .   i_      i  j 

:Mr    VxDKKWs.  That  is  one  we  are  bkely  to  be  asked. 
Mr!  Bvr.r,.  Yes;  and  that  is  what  I  want  to  know    I  am  more  m- 
terested  in  that  than  whether  it  is  going  to  cost  ^<0.()(K).OOU  to  carry 
on  the  war  risk.  AVe  will  i)ay  tliat  gladly,  but  I  want  to  know^^* 
the  policy  is  founded  upon  for  the  future  of  this  bureau,  and  who 

decided  tliat  policy  ?  .  , 

Mr.  Macfabi.at<e.  The  Secretary  ot  the  Ireasury. 

^^Ir.  Begg.  Did  you  have  any  say  in  it;  did  you  agree  to  that 

^m/ M\CFARLANE.  If  the  bureau  was  ju^t  to  carry  out  strictly  the 
original  intention  of  the  war-risk  insurance  act,  not  tackmg  on  a 
converting  insurance,  I  would  say  no.  .  •  •  i 

Mr.  Begg.  You  say  if  tlie  bureau  was  to  just  cany  out  the  original 
hitention  of  the  act,  you  would  say  no  ?  ,  ■ 

Mr.  Macfablane.  As  far  as  I  remember  the  bdl  from  hearsa>  .  the 
biU  came  in  as  a  biU  to  cover  the  war  hazard,  and  then  it  was 
pointed  out  that  men  would  go  out  of  the  service  disable<l.  unable 
to  get  insurance  from  any  company,  and  that  the  (Toveininent.  m 
view  of  the  disability  from  tlie  service,  ought  to  prov^ie  msurance 

for  them.  ,       .  ,    ^  4. 

Mr.  Begg.  I  grant  that  without  an  argument.  ,   1  , 

Mr  Macfam^ne.  Then  this  conversion  provision  was  tacked  on 
the  act,  in  order  that  the  Govermnent  would  not  ]ust  have  the  had 
riste,  l^ut  would  get  some  good  risks  to  make  a  general  in  erage. 
That  is  why  the  conversion  insurance  was  created.  It  the  tiovern- 
ment  only  took  the  bad  risks  and  does  not  go  out  and  seek  <onm 
ffood  risfe,  but  only  gets  the  bad  risks,  it  would  cost  the  (xovern- 
ment  in  the  loag  mn  and  dissatisfy  the  boys  who  have  taken  out 
insurance,  because  it  woidd  never  pay  a  dividend. 

Mr.  Bb^.  Let  me  ask  you  a  question  right  there.  T>ul  these  boys; 
take  this  out  with  the  hope  of  getting  dividends  or  with  the  hope  ot 
getting  protection  if  they  were  wounded  or  killed  ? 

Mr.  Macfabian*.  I  think  the  boys  took  it  out  because  they  were 
lined  up  and  made  to  sign  in  a  good  many  cases. 
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Mr.  Begg.  You  stated  awliile  that  they  took  tlxis  insurance 
because  it  was  so  good. 

Mr.  Macfart.ane.  There  is  no  question  but  a  man  getting  insur- 
ance, a  $10,000  policy,  for  $6.60  a  month,  and  if  he  was  talked  to 
death  about  it  and  an  application  put  before  him  he  would  td^e  it. 

Mr.  Begg.  And  as  soon  as  they  get  out  75  per  cent  of  them  diop 
that  good  insurance. 

Mr,  Macparlane.  Yes :  because  $10,000  in  normal  peace  times  is 
more  than  the  economic  value  of  these  men. 

The  Chairman.  I  think  you  are  absolutely  right  about  tiiat,  Mr. 
Jklacf  arlane.  it  is  more  than  tiie  economic  value  of  the  man. 

Mr.  Macfablanb.  I  raay  say  that  away  back  at  the  time  of  the 
armistice  I  attempted  to  get  the  bureau  when  the  men  were  being 
discharged  to  put  an  application  before  them  to  reduce  their  insur- 
ance, so  when  that  man  came  out  he  might  get  it  at  $1  or  which  he 
might  pay,  but  never  would  pay  the  premium  at  $6. 

The  Chairman.  That  answers  the  question  I  was  going  to  ask. 

Mr.  Macfaklanb.  It  was  not  d<»ie. 

Mr.  Begg.  Approximately  how  many  people  are  tiiere  in  tlie  wtire 

department  f 
Mr.  Mactfarlane.  In  the  insurance  department? 
Mr.  Begg.  Yes;  in  the  War  Bisk  Bureau? 
Mr.  MACFAWiANB.  FourteMi  thousand. 

Mr.  Bsgg.  I  am  talking  about  the  whole  department  So  far  as 
your  knowledge  goes,  everybody  is  busy  up  there,  are  they  ? 

Bfr.  Macfablanb.  I  would  not  say  everybody. 

iir.  Begg.  Practically  everybody?  In  other  words,  they  have  not 
more  people,  appreciably  more,  in  the  dej  artment  thim  is  reqmred? 

Mr.  Macfarlanb.  I  should  say  no;  but  keep  in  mind  this:  That  a 
considerable  amount  of  work  is  being  done  by  hand  and  ty^writer 
and  gradually  that  thing  is  being  changed  to  mechanical  devices  and 
just  as  soon  as  that  is  doftie  and  certain  work  tapers  off  th^  people 
go  out. 

Mr.  Begg.  How  many  people  were  in  the  Army? 

^fr.  Macfarlane.  Four  and  a  half  million  men. 

Mr.  Bkgo.  Then  you  would  not  have  had  more  than  four  and  a 

half  million  policies  under  any  circumstances? 
^Ir.  MArtART  ANE.  That  is  about  the  number. 

Bk(;g.  And  75  per  cent  of  them  have  dropped  their  policies 

loaving  a  million  policies? 
Mr.  MACFATa^ANE.  Yes,  sir. 

]\rr.  Begg.  And  it  takes  14,000  people  to  care  for  them? 

Mr.  Macfrt>ane.  No:  there  are  other  things  in  the  bureau  than 
this  insurance.  The  insurance  section  has  about  5,000  people,  and  the 
allotment  and  allowance  division  will  gradually  taper  oflF.  Then 
theie  is  the  compensation  division. 

Mr.  Be<;g.  Let  us  take  the  insurance  end  of  the  bureau.  You  have 
how  many  people  in  the  insurance? 

Mr.  Macfarlaxe.  About  5,000. 

Mr.  Begg.  And  it  takes  about  5,000  people  to  take  care  of  these  ap- 
proximately million  policies. 

Mr.  Macfari^ne.  And  all  the  other  thmgs — straightening  out  the 
records. 
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Mr.  Begg.  I  understand-  If  you  undertook  to  go  out  and  pOTSon- 
ally  see  these  3,000,000  that  have  allowed  their  policies  to  lapse,  how 
many  people  would  it  take  to  do  that? 

Mr.  Macparlakis.  I  did  not  mean  to  perswiaUy  see  ttom.  Inere 

could  be  personal  contact  without  that. 

Mr.  Begg.  Personal  eontact  certainly  means  personal  ^tact? 

Mr.  Macfarlanb.  No;  the  point  is  if  we  have  an  office  m  ban 
Francisco  on  a  certain  street  and  people  come  in  there  and  we  have 
tin ee  clerks,  a  man  who  comes  in  generally  adte  a  question ;  it  does  not 
mean  writing  a  letter  which  takes  a  clerk  and  stenographer  here. 

Mr.  Begg.  Can  the  clerk  in  San  Francisco  writ©  any  more  Mm 
than  the  man  in  Washington? 

Mr.  Macfarlane.  He  will  answer  questions.  i   i.  •    w  u 

Mr.  Begg.  Can  he  answer  more  questions  than  the  OBtk  m  Wash- 
ington? .  .  . 

Mr.  Macfaklane.  It  doef  not  require  a  letter.  A  man  ccnnes  m 

and  asks  a  question,  and  it  is  finished,  ^  ^ 

Mr,  Begg.  Then  it  is  quicker  by  personal  interviews  than  wntang 

^^Mr^MACFAaI.ANE.  I  should  say  yes.  Take  the  post^ffice  gsheme : 
If  Ave  had  these  men  pav  their  premiums  through  the  poet  office  and 
rural  carriers  they  Avould  oret  their  receipts  right  away ;  all  the  receipt 
business  here  would  be  stopped.  .     ,     ,  r 

Begg.  C  ^an  you  ^ive  me  an  estunate  of  how  many 
employees  it  would  take  in  the  insurance  to  make  an  effort  to  reinstate 

these  3,000,000  men?  ^  ^       v  ^r.^ 

Mr.  Macfarlake,  Without  that  post-office  scheme;  wittwat  any 

d  ertisin^  ^ 

*  Bkgg  I  do  not  care  how  vou  do  it.  But  if  you  are  to  do 
ii  according  to  the  way  you  suggest  by  branch  offices  and  perscmal 

^^Mr!^*MACFAKLAXE.  It  would  require  less  people  in  the  office  at 

^Mr""BEGG."  That  is  not  what  I  asked.  How  many  additional  peo- 
r>le  on  the  insurance  pav  roll?  How  much  additional  overhead  to 
The  Government,  to  the  taxpayers?   Certainly  the  same  5,000  people 

couhl  not  do  it  if  they  are  busy  now  v  ^  -u  *  j 

Mr.  M.\CF.\RLA>E.  The  work  might  be  redistributed. 
Mr.  Begg.  In  what  way?  „„j 
Mr.  Macfarlane.  If  thev  had  branch  offices,  the  po^  office,  lUttd 
advertised  the  men  would  fjet  get  their  information,  i^st^J^^ 
clerks  going  through  the  files  here  to  find  somebody  ^^^^o  kpsed 
July  and  had  been  paving  up  to  that  time  and  has  not  P"d  a^yth^ 
since  and  writing  him  a  letter  tbat  he  lias  forgotten.    Any  man 
who  iias  had  insurance  knows  they  will  forget.   That  wouW^be  con- 
tinned  in  the  field.   That  clerk  here  would  be  dispensed  with 
:Mr  Begg  There  would  be  somebody  in  the  held  doing  it  ? 
Mr!  Maotarlane.  But  thev  would  be  covering  the  same  situation 
for  a  great  many  more  people.   When  the  lapses  were  stopped  and 
the  thing  got  doWn  to  a  stable  basis  it  would  be  almost  automatic. 
Mr.  Begg.  Can  you  give  us  any  estimate  at  all? 
:Mr.  Macfariane.  No.  sir.  n  i  +k« 

Mr.  Begg.  You  are  not  willing  to  say  you  could  do  it  with  the 

same  5,«00  peo{de  on  the  pay  roll  now  i 
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Mr,  Macfarlane.  I  would;  yes. 

Mr,  Bbgg.  When  a  man  drops  his  insurance  now  and  lets  the 
premiums  lapse,  do  you  notify  him? 

3Ir.  Macfablane.^  We  might  in  some  eases  and  may  not  in  the 
bulk  of  them.  We  have  not  been  able  to. 

Mr.  Begg.  Why  have  you  not  been  able  to? 

Mr.  MACFAmiANB,  Just  the  flood  of  othwr  work.  The  bulk  of  these 
lapses  that  have  occurred  is  m^  -who  have  never  paid  their  premiums 
ai^w  discharge. 

Mr.  B»oo.  You  feel,  as  a  representative  of  this  bureau,  that  it 
would  be  good  business  for  the  Govemm^t  to  go  out  and  really  seU 
this  insurance  to-day? 

Mr.  Macpablane.  I  feel  it  would  be  good  business  for  the  Gov- 
ernment once  and  for  all  to  make  sure  that  every  may  kSiew  his 
rights.  If  he  does  not  want  to  take  care  of  them,  that  is  an<rther 
matter. 

Mr.  Begg.  Do  you  not  believe  that  every  man — and  when  I  say 
every  man  that  does  not  mean  the  exception — ^knew  his  rights? 

Mr.  Macjfaklane.  Absolutely  not. 

Mr.  Begg.  In  what  way  does  he  not  know  his  rights  9 
•  Mr.  MACTABiiANB,  He  does  not  know  anything  about  this  war-risk 
insurance;  half  of  them  mix  it  up  with  compensation. 

Mr.  Begg,  Half  of  the  American  soldiers  did  not  know  there  was 
such  a  thing  as  war  risk? 

Mr.  Macfarlane.  Not  half,  but  a  great  many  of  them;  not  <mly 
soldiers,  but  a  great  many  other  people  did  not  know. 

Mr.  Begg.  Other  people  are  not  intersted,  only  as  to  what  it  costs 
tlieni  in  taxes. 

Mr.  ]VIacfarlaxe.  That  is  not  so.    I  think  you  will  find  a  great 

many  people  have  nuich  confusion  on  the  provisions  of  the  war-risk 

insurance  act :  what  can  l)e  done  and  what  can  not  be  done. 

Mr.  Begg.  Referring  back  to  a  statement  you  made  a  moment 
ago.  that  the  reason  you  do  not  notify  these  men  of  their  insurance 
policies  lapsing  it  because  of  the  flood  of  other  work;  what  other 
work  do  you  mean  ?  ' 

Mr.  Macfatu.axe.  Take  the  ordinary  clerical  methods  of  receiving 
their  monthly  premiums  from  the  men  who  Avere  payin<r  premiun:is. 
Tliese  men  were  dischar<red.  AVe  are  supposed  to  <io  back  and  tind 
tlie  premium  card  notice.  Avhether  his  ])remium  is  due  on  October  1^ 
1911),  or  whatever  the  date  is.  He  has  prol)ably  chan<jed  his  address 
and  that  is  not  sent  in  from  the  Army,  and  in  the  meantime  he  has 
sent  in  the  premium,  and  -sve  are  travelin<r  around  over  the  office  try- 
in*r  to  find  its  record.  We  do  not  know  about  the  boy  1)ein<r  dis- 
char<red.  The  boy,  Jolm  Smith,  we  will  say.  writes  in  and  says.  I 
Avant  to  pay  my  premium.'-  He  will  <rive  an  address,  "  330  Fourth 
Avenue,  Brooklyn."  We  have  *rot  to  identify  tliat  John  Smith  who 
liad  ])r()bablv  l)een  transferred  six  times  in  the  Army  Avith  the  John 
Smith  we  liave  got  in  our  files.  We  get  checks  .with  nothing  on  them 
at  all. 

Mr-  Begg.  Do  you  not  have  identification  numbers? 

Mr.  Macfaki^ne.  Xo:  the  imfortunate  tiiinof  is  that  when  the  war 
started  it  was  a  year  before  the  Army  started  the  serial  numbering. 
We  have  a  million  applications  with  no  serial  number  on  tliem. 
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Mr.  Begg.  Then  I  wovild  infer  from  your  statement  that  you  have 
not  enough  emphn-ees  in  the  insurance  department. 

Mr  Macfarlane.  I  woukl  sav  we  have,  because  we.  are"  putting 
them  on  a  mechanical  basis.  We  probably  have  the  biggesfc  addresso- 
<rraph  operation  in  the  country  at  tlie  present  tmie.  These  thii^ 
will  go  out  automaticaUy,   All  these  typewntm-  machines  will.be 

done  a  way  witli.  ^  .      l    x  . 

Mr.  Begg.  How  many  records  or  notices  do  you  expect  each  of  your 

employees  to  get  out  daily  ?  ,     ,      ,  i  u 

Mr.  Macfamane.  All  the  notices  will      out  by  the  addressograph. 
Mr.  Begg.  One  person  will  send  out  how  many  of  these  ^ 
Mr.  Macfaklaxe.  One  clerk  will  send  :2r>.()0()  or  HO.OOO. 
Mr.  Begg.  Forty  days  would  get  out  a  million  notices. 
Mr.  Macfakeane.  AVith  one  machine. 

Mr.  Bbgg.  Forty  liiachines  in  one  day  would  get  out  a  milliOft 

notices. 

Mr.  MACJFARiiAXE.  Yes. 

(Thereupon,  at  12  o'clock  noon  the  connnittce  ad]Ourned,  to  meet 
again  at  10.30  o'clock  a.  m.,  Wednesday,  October  29,  1919). 


Gommtttct:  ok  Expekditdrbs  in 

THE  Treasury  DEPAKTitENX, 

House  of  Reprbsentativbs, 

Washinf/ton,  D.  C,  Friday.  October  31, 1919.^. 
Pursuant  to  adjournment  of  executive  session  Wednesday.  October 
29,  the  conunittee  met  at  10.45  o'clock  a.  m.,  Hon.  Porter  H.  Dale 

(chairman)  presiding. 

The  Chairman.  The  committee  will  come  to  order. 

Mr.  Andrews.  On  the  3d  of  June  a  letter  was  addressed  to  the  bec- 
retary  of  the  Treasury,  asking  for  a  financial  statenieiit 
various  appropriations  set  apart  for  the  Bureau  of  AA  ar  Kisk  Iumu- 
ance  and  amodntof  money  charged  upon  the  books  of  the  department 
against  the  bureau  in  the  various  headings  from  the  beginning  ot  the 
oreanization  under  the  act  of  September  2,  1914,  down  to  date.  1  lie 
S^retarv  ausww^d  the  letter  with  an  abstract  ot  tliose  appropria^ 
tic^a»vering  a  period  from  September  2.  1914.  to  June  lo,  1919.  I 
ask  that  theletteVof  the  Secretary  with  the  hnancia  abstract  giving 
the  titles  of  these  appropriations  and  amounts  handle(l  be  sulmiitted 
S  m«Se  a  part  of  our  records  for  the  information  of  the  committee. 

The  Chairman.  What  is  the  will  of  the  committee  on  this  ? 

Mr.  ANDiffiWS.  We  arespwiding  fnlly  double  the  tune  that  we  need 
SDend  bv  approaching  them  from  incidental  points  of  discussion,  and 
?Cis  m;  purpose  in  asking  that  these  financial  statements  be  put  m 
the  front  o?  the  record  that  the  further  discussion  may  radiate  fiom 
it  We  may  ask  a  man  in  the  War  Department  for  testimony  on  a 
irtain  ^St,  and  the  Navy  Department,  bureaus  of  the  rreasui-y 
and  elsewheri,  and  if  it  were  all  oentermg  upon  this  financial  state- 
ment  from  the  Secretary  of  the  Treasury  and  the  i.^ntTrom 
from  the  director  of  the  bureau,  we  1^*^%%^^ "2*^^^^^^^? 

which  to  take  our  bearing  in  every  meeting.  If  we  go  on  with  m- 
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eidental  matters  aiming  to  hit  these  by  and  by,  we  are  liable  to  spend 
considerable  time  in  a  practically  useless  work.  That  is  my  purpose 
in  askinjr  that  this  matter  be  put  into  the  recwd  now. 

This  is  a  committee  on  expenditures.  That  is  the  center.  If  we 
begin  at  the  corner  stone  to  survey  our -lines*  can  be  run  with  eer-^ 
taintv.  If  we  begin  anywhere  and  trv  to  reach  the  comer  stone  our 
survey  will  not  be  worth  much. 

Tlie  CHAiR:\rAx.  Tlie  only  way  that  I  can  jret  at  these  matters  from 
my  uiethod  of  doino:  l)nsiness  is  to  prepare  myself  from  time  to  tim^ 
to  reach  certain  specific  things  in  different  meetings,  and  Mr.  Ad 
drews's  suggestion  seems  to  be  that  we  begin  this  whole  investigation 
on  a  different  line  from  the  way  I  have  started. 

Mr.  Andrews.  I  am  simply  asking  that  this  be  inserted  in  the 
record.  I  am  not  seeking  to  interfere  with  any  program  you  have 
arranged  in  the  hearing. 

The  C'liATiorAN.  I  think  if  there  is  no  objection  that  we  had  better 
have  this  matter  printed  that  Mr.  Andrews  has  spoken  of.  I  do  not 
want  to  appear  to  be  overbearing. 

\upropriaUons  for  the  Bureau  of  War  Risk  Inmranee  and  allotfnents  thereto 
from  *'Natkmal  Security  m4  Defense;'  Sept.  2,  iWj,  to  June  15,  1919,  in^ 
elmkfe. 


Title  of  si^priathm. 


Salaries  and  expenses.  Bureau  of  War  l^kk  Insaraace. 


Salaries  and  expenses,  Bureau  of  War  Risk  ftisnranoe, 

191S..  

Salaries  and  expenses.  Bureau  of  War  Kisk  Insurance, 

m9  


Salaries  and  expenses,  Bureau  of  War  Risk  Insurance, 


1990. 


X«osses  on  war-risk  insurance  of  American  vessels,  their 
cargoes,  etc  


Receipts  from  premiums  on  vessel  insurance,  credited  to 

this  appropriation  by  law   11/"*' 

Refund  of  proniiunis  on  war-risk  insurance  off  American 

vessels,  their  oai  uoos.  oic  ■ 

KiUtary  and  naval  family  allowance  -  


Date  of  act 
makinff  ap- 
propriation. 


Sept.  2,1914 
June  12, 1917 
Oct,  6,1917 
Mar.  28,1918 


Nov.  4,1918 

Julv  3, 1918 

Nov.  4,1918 

June  5,1919 

Mar.  1,1919 

Sept.  2,1914 
June  12,1917 


Amount. 


JfiBlarv  and  naval  comiK'nsalion  

MIMtary  and  naval  insurance  

Premiums  credited  to  this  ap|nroprfati<m  by  repayment, 

under  the  law  

ililitarv  and  naval  pay,  deposit  fund  

Armv  allot  men  t  s  f  t  ransf erred  frmn  pay  of  the  Army): 

Fiscal  year  1918  

Fiscal  year  1919.  


Jiavy  allot  ments  (transferred  from  pay  of  the  Navy): 

Fiscal  year  191S  

Fiscal  year  1919  


Marine  Corps  allotments  (tran^^md  Irom  pay  of  the 

Marine  Corps): 

Fiscal  vear  191».  i..-  

Fiscal  y€arm«.  ^  


Mar.  4,1915 

Oct.  6,1917 

Nov.  4, 191S 

June  5, 1919 

Oct,  6,1917 
....do  


$100,000.00 
150,000.00 
100,000.00 
1,537,800.00 


3.591,fUX1.0() 
7,580,000.00 
2,^,S00.OO 


5,000,000.00 
45,000,000.00 


141,(M)0,(H>0.00 

70,ooo,ooc.or. 

39,615,000.00 


Oct.    6, 1917 


do. 
do. 


do. 


do. 


.do. 


$1,887,S()0.00 
100,000.00 

13,600,500. 0I» 
10,080,630.«> 

50,000,000.00 
52,805,617.82 
1,435.00 


250,615,006.00 
12,150,000.00 
23,000,000.00 

115,245,731.98 


60,00(»,000.00 
209,000,000.00 


8,000.000.00 
29,000,000.00 


700.000. 00 
2,125,000.00 


269,000,000.00 
37,000,000.00 

2,925,000.00 
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Al*|WYi|M-*tt<»oW  fi^  the  Bureau  of  War  Iti^k  Insurance,  r«c.-<\mHuiUHU 


Title  ol  appropriation. 


Coa^t  Guard  allotments  (transfimd  flrctt  Caas^  Guard): 

Fiscal  vear  1918  

Fiscal  year  1919  


Allotments   by   the    President   from  appropriation 
"  National  security  and  defen.se   *  

National  security  and  defonse.  1919. .  -  '.y-^  ii 
(Includes  $22,000  for  toilet  buildmg,  Njjtw^ltoww^ 
MoT  this  bureau,  expended  by  tte  Sa|Mnfialm  Ardii. 
tect  of  the  Treasury.) 

Total  aporoprialions.  transfers  of  appropriatioas, 
and  allotments  from  national  sjS'^^.Sr-^ 
Sept.  2,  mA,  to  June  ifi,  m%  induslw. . . 


Date  of  a**t 
making  ap- 
IHWpiatioii. 

Amount. 

Oct.  6,1917 

il30.000.00 
050,000.00 

Apr.  17,1917 
My  1,1018 

Total. 


$1,080,000.00 

1.400,000.00 
3,260,000.00 


»14,9j0,71a.40 


The  Churmxx.  I  Avas  about  to  suggest  before  this  came  up  that 
Mr  Macfarlane  was  on  the  stand  and  Mr.  Begg  was  in  the  mid^ 
of  iiis  examination.  Is  it  the  opinion  of  the  c  ommittee  that  we  had 
better  go  on  with  Mr.  Macfarlane  or  liave  Col.  C  holmeley-Jones 
t^ke  the  stand,  and  let  Mr.  Macfarlaue's  examination  go  on  when 

Mr.  Begg  can  be  here?  . 

Mr.  Moore.  Whatever  you  say  to  do.  ^Ir.  Chairman. 

^fr.  (Iarland.  It  would  be  more  satisfactory  to  Mr.  Begg. 

Mr.  Moore.  I  make  this  suggestion  that  we  concluc  e  Avith  this 
witness  with  the  understanding  that  he  may  be  recalled  for  any 
Fur?hfr  qTestioning.by  Mr.  Begg,  if  Mr.  Begg  should  desire  to  inter- 

Th*:  &mSc1x' All  right.    If  there  is  no  c.bjec.ic.n  to  the  sug- 
gestion made  by  Mr.  Moore,  Mr.  Macfarlane  will  take  the  stand. 
"  Mr.  Macfai^aitb.  Yes,  sir. 

STATBHEirT  OF  M».  WILLIAM  MACFARLANE.  ACTTTARY,  BUREUA 
WmWK  nrSUaAHCE,  TEEASUEY  DEPAETMENT— Resumed. 

The  Chairman.  After  insurance  has  lapsed  the  soldier  whc)  has 
carried  it  can  be  reinstated  at  any  time  during  a  certain  period  i 

Mr.  Macfarlane.  Yes.  sir:  within  18  months  after  disc-harge 

The  CitAiftMAN.  Does  he  have  to  pay  when  he  is  reinstated  tlie 
pr^iums  covering  all  that  time?  . 

Mr  MacfarmOT!.  This  war-risk  insurance  is  term  insurance  for 
the  period  of  one  month,  just  like  fire  insurance  where  a  man  pays 
a  premium  for  the  month's  liazard.    Bulletin  No.  1.  which  was  the 
fi^  Sin  issued  under  the  act  of  October  6  1919,  after  i  was 
passed,  provided  that  the  premiums  were  payable  on  the  last  day 
of  each  month,  and  were  deducted  from  the  soldier's  pay,  and  the 
man  was  given  31  days  after  the  last  day  of  the  month  m  wbirh  to 
pav  the  premium.   Therefore,  if  a  policy  lapsed  m  Janua.>.  1919. 
'and  the  man  was  to  come  in  this  month  we  charge  ^""J.  ^<^'- 
31  davs'  grace  and  we  charge  him  for  the  month  in  which  he  le- 
instates  and  do  not  charge  him  for  the  intervening  months  ^cause 
he  was  never  covered.   In  other  words,  if  the  man  did  not  pay  the 
premium  on  the  30th  of  December,  1918,  he  had  all  of  January  in 
which  to  pay  it,  and  if  he  died  any  time  in  January  we  would  pay 
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the  claim  less  one  month's  ])remniYn.  but  after  the  first  day  of  Feb- 
i-iiary  that  man  was  not  insnred  at  all;  if  he  died  on  the  5th  of 
Fehruai'v  avc  did  not  pay  any  claim  on  him  at  all. 

It  is  d'itlerent  from  le<ral  reserve  insnrance :  it  is  like  fire  insiirance. 
If  a  premium  covers  tlie  risk  of  fire  on  a  liouse  for  a  month,  if  it  is 
not  i^aid,  there  is  no  risk  to  he  covered  after  that. 

The  Chairman.  AVhat  do  you  think  the  effect  of  that  is  going  to 
be  as  to  getting  a  good  many  pcor  risks?  ^  )^ 

Mr.  MACFABiiANE.  I  do  not  think  it  will  have  any  eff^  in  that 
respect. 

The  Chairman.  Perhaps  I  had  hetter  explain  that  a  little.   What  ^ 
I  had  in  mind  was  this:  Would  there  he  a  good  many  who  durinij 
the  18  months  will  have  discovered  that  they  are  not  good  ri^  and 
get  reinstated  because  of  that  i 

Mr.  Macfaklane.  AVhen  he  reinstates  nnder  these  conditions  he  has 
to  sipn  a  statement  that  he  is  in  good  health  and  has  to  be  in  good 
liealth  and  to  so  state.  In  other  words,  he  has  to  sign  a  statement  he 
is  in  good  health  at  the  time  of  discliarge.  Suppose  a  man  has  signed 
this  statement  and  it  turns  out  that  he  develops  tuberculosis  the  next 
month  after  signing  the  statement.  We  could  go  back  and  toil  the 
beneficiary  that  that  boy  was  not  in  good  health. 

The  Chairman.  I.  mean  when  he  signed  the  statement  that  he  was 
in  good  health. 

Mr.  Macfarlane.  If  he  assmned  he  was  in  good  health  we  would 
be  under  no  greater  hazard  than  the  ordinary  life  insnrance.  They 
allow  a  man  to  sign  a  self-health  certificate  and  find  that  the  mor- 
tality of  the  men  who  signed  these  certificates  within  a  certain  period 
is  better  than  those  physically  examined. 

The  CHAntMAN.  There  is  no  physical  examination? 

Mr.  Macfarlane.  No.  A  man  has  got  to  be  in  good  health,  and  so 
states. 

Mr.  Andrews,  What  is  the  practice  of  the  War  Department  as  to 
discharging  a  man?  Do  they  have  the  record  of  his  physical  condi- 
tion at  the  time  of  his  discharge? 

Mr.  Macfarlaxe.  Yes;  they  have.  Every  man  is  examined  before 

dischar<>e. 

^Ir.  AxDKEws.  I  want  that  point  in  the  record.  It  might  have  an 
inii)<>rtant  bearing  on  this,  at  least  for  the  period  of  the  war. 

Mr.  Gaklaxo.  Would  it  be  possible  for  you  to  refuse  to  pay  the 
insurance  from  the  reason  tliat  he  was  really  found  to  have  been, 
after  he  had  paid  you.  in  had  health  at  the  time?   Would  it  be  possi-  v» 
hie  for  you  to  refuse  inidcr  those  circumstances? 

Mr.  Macfarlaxk.  I  think  if  a  man  was  discharged  from  the  Army 
physically  fit  and  developed  some  disease  and  signed  a  statement  that 
hc  Avas  fit  and  in  good  liealth  at  the  time  of  his  discharf>'e,  when  he 
kncAv  he  was  not,  and  died  within  a  few  months  after  that,  and  we 
could  prove  that,  T  think  we  would  l)e  ])erfectly  justified. 

^^Ir.  Gaiu.and.  That  is  not  the  practice  in  insurance  organizations, 
as  the  courts  li(»ld  that  he  should  receive  his  money. 

Mr.  Macfaklaxe.  On  a  settlement? 

Mr.  (tAulano.  Yes,  sir. 

Mr.  MACKAiiLANK.  The  statement  must  he  made  in  good  faith. 
'Mr.  Garland.  If  it  goes  before  a  jury  he  will  certainly  win  on  it. 
The  jurv  always  decides  in  favor  of  the  claimant. 
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Mr.  AxuKKWs.  Provided  it  is  against  the  Government  or  a  railroad 

''Z'(Tua.AXD.  Or  an  insurance  company.  I  ^aje  se^  .many  cas^ 
of  that  kind.  You  say  that  he  might  lapse  and  th«i  get  in  again  by 

uavins  the  usual  premium  at  any  time. 

\Ir  Mu  F  VRL\xE.  In  I  S  months  after  discharge.     ,    ,     ,  . 

Mr.  Gaklaxd.  But  after  that  18  months,  suppose  he  has  kept  up 

h\<  insurance  for  IS  months  and  lapsed  again. 

MrTlAcKlm.AXK.  He  may  be  reinstated  any  time  unless  the  policy 

has  been  lapsed  for  more  than  a  year. 
Mr.  Garland.  On  the  sauie  basis? 

Afr  M\rF\RijANE.  Yes.  sir.  ....  .  , 

Mr.  ANm;Kws.  Does  tliat  right  for  reinstatement  mthm  a  .period 

of  18  months  exist  under  tlie  original  act?  .  

Mr.  Macfaklane.  No.  The  act  is  silent  as  to  reinstatements.  It 

does  not  sav  anvthinof  about  tliem.  . 

Mr.  Axdi;ew.4.  In  what  act  does  it  appear.  a«.«,t^-v  mav 

Mr.  Macfaklaxe.  It  is  a  ^reneral  provision  f  ^JJ^  ^^^,^5^^^ 

do  certain  things  under  regulations  contained  throughout  the  wlioie 

"""Mr  Andrews.  Then  this  rule  for  the  jrranting  of  the  18  months  m 
a  ie^lato  made  by  tlie  Treasurv.  What  is  the  provision  of  law 
upon  which  that  regulation  is  based  ^  ^ 

Mr  M  vcfaklaxe.  The  <renera]  provision  of  the       t^at  the  &ec 
retlfn^  of  the  Treasurv  sh^ll  publish  the  provisu.ns     the  contr^. 

All-  Akdm^ws.  But^the  contract  must  liarnionize  with  the  tern^ 
the  law.  What  I  want  is  the  wording  ot  the  law  upon  which  that 

There  is  nothing  in  the  law  mentioning  rein- 

'a^REWS.  If  there  is  not  anythiu,^  in  the  law  in  relation  to 
that,  how  could  it  become  a  privile-e  by  ref.nilati<.ii 

Mr  Macfablane.  The  act  authorized  the  is.uaiic-e  ot  a  certain 
type  of  iSSirance  and  provided  that  the  Secretary  slui  ^o  certain 
thn^  This  is  one  of  tlie  things  he  shall  do.  Ho  has  ^ot  to  provide 
forTpsi  and  he  has  to  provide  for  rein^rateu.ents  the  same  as  he 
has  to  provide  how  the  premiums  shall  be  <=^l;'^l=;t^^  •  -.^^ 

Mr.  MooRE.  Are  you  not  a  little  inaccurate  that  it  .l^oMdi  s  toi 
ceSn  things?  Do  you  not  mean  that  the  law  provides  that  e 
^te^f  the  TiJasury  shall  determine  and  promulgate  the 
regulations  i 

^  ^^oTXd  tS'this  navicular  rule  that  you  are  refernng 
toTii^SThe  regidations  anS  a  reasonable  regulation  to  administer 
the  law.  That  is  what  you  mean? 

Mr.  Macparlane.  Yes,  sir.  .  i„,-f  t  t^kp  it  most 

Mr  Moobb.  Every  msurance  company— or  at  east  1  take  it,  most 

liff  iksu?^  ^mpanies-have  regulations  with  reference  to  rem- 

statements? 

Mr  Maopablanb.  Every  one.  .    ,  ,  a. 

Mr  MooBB.  This  is  a  regulation  touching  reinstatements. 

m.  a^^'^lleySe'^his  regulation  in  their  contract? 
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Mr.  Moore.  I  think  tliey  are  included  with  the  contract. 

Mr.  Macfaklaxe.  The  contract  provides  for  reinstatements  and 
says  tliat  the  pohcy  may  be  reinstated  within  a  certain  period  upon 
proof  of  insurability,  subject  to  taking  up  the  premiums  at  5  per  cent 
interest. 

Mr.  Moore.  Sometimes  the  contract  is  written  specifically  in  the 
charter  and  by-laws  and  regulations  of  the  company. 

Mr.  Macfarlaxe.  The  laws  of  most  States  provide  that  tlie  policy, 
shall  have  certain  standard  provisions  in  it,  and  reinstatement  is  one 
of  the  standard  provisions. 

Mr.  (takland  (acting-  cliairman).  We  had  a  question  up  with  Gen. 
Lord  the  other  day  on  a  s]>ecific  case. 

Mr.  Macfarlane.  Mr.  Begg  asked  a  question,  if  there  is  no  trace 
of  an  application  and  no  deducti(ms  made  on  a  pay  roll,  would  we 
accept  a  letter  from  the  boy  to  his  mother?  I  think  I  answered  that 
as  a  general  thing  it  became  a  question  of  e^•idence.  That,  I  think, 
is  a  general  answer.  If  there  is  any  evidence  that  he  did  take  out 
insurance  we  are  going  to  pay  the  claim  and  dig  imtil  we  get  the 
evidence. 

Mr.  Garla>d.  Gen.  Lord  said  he  understood  that  the  claim  then 
under  discussion  had  been  turned  down. 

Mr.  Macfarlane.  I  have  no  question  but  probably  it  was  turned 
down  in  the  regular  routine.  Many  things  are  turned  down  at  first 
blush  because  they  did  not  reach  the  final  head. 

Mr.  Garland.  You  think  eventually  they  would  be  paid? 

Mr.  MACFARiiA:N£.  Yes.  In  evwy  case  on  file  in  which  there  are 
disallowances  we  are  going  over  and  honeycombing  the  thing  and 
looking  at  every  case  again,  as  we  are  not  gomg  to  stand  on  what 
the  examiner  or  reviewer  thinks  of  the  thing.  We  are  going  to  get 
down  to  the  final  analysis. 

Mr.  Gah£.a:nd.  It  appears  from  the  testimony  of  Gen.  Lord  that 
there  were  quite  a  lot  of  cases  in  which  the  records  had  been  lost  over 
in  France,  and  it  was  impossible  to  trace  them.  Of  course,  he  did  not 
know  hoAv  many,  but  there  were  cases  of  that  kind. 

Mr.  Macfarlaxe.  I  think  we  have  very  few.  There  ai  o  cases,  of 
course,  due  to  influenza,  when  the  boys  died  before  they  had  an 
opportunity  to  apply  for  the  insurance.  We  are  not  in  position  to 
do  anything  for  them. 

Mr.  Garland.  This  happened  in  action  that  you  speak  of. 

Mr.  Macfarlans.  I  know  of  one  ca«e  where  we  could  not  find  any 
record  of  the  application  in  any  way,  and  then  by  digging  in  The 
Adjutant  General's  files  we  found 'the  original  copy,  the  duplicate, 
and  the  triplicate,  which  had  been  kept  hy  the  Army  and  n6v«r  sent 
to  the  bureau  at  all.  It  was  only  by  going  through  thousands  of 
papers  in  The  Adjutant  General's  office  that  we  discoveted  that  appli- 
cation. 

Mr.  Garland.  In  cases  where  they  withheld  the  pay  necessarily, 
because  they  did  not  have  tile  records,  there  is  no  doubt  that  the  soldi^ 
would  get  very  much  discouraged  and  probably  drop  any  insurance 
that  he  might  have  made  apj^lication  for  because  of  the  lapse  of  time 
before  he  did  receive  his  money.  In  a  case  of  that  kind  can  he,  after 
having  received  his  money  within  these  18  months  you  indicate  that 
he  had  at  some  time  applied  for  insurance  but  had  tiot  paid  anything 
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owing  to  the  fact  that  h©  did  not  have  his  pay,  receive  it,  and  what 
proof  would  be  necessarv  there.  Supposing  the  record  was  lost,  as  a 
{Treat  nmnv  of  theui  were  lest.  I  am  speaking  nu>re  about  the  suuimer 
of  1^)18  ill  Chateau-Thien-y  and  Argonne  Forest,  where  (hey  were 
several  months  in  the  trenches. 

■  Mr.  Macfarlank.  There  is  almost  bound  to  be  some  record  some- 
where of  some  pav  roll.  AVe  would  go  through  every  pay  roll  m 
which  a  deduction  could  possiblv  be  made  or  dig  up  his  service  record. 

Mr  Garland.  What  did  thev  do  in  instances  where  they  could  not 
find  the  body  of  a  boy  A^ho  was  killed  about  paying  the  beuehciaries? 

Mr  Macfarlane/As  I  understand,  the  Army  has  cleaned  up  the 
list  of  missing  men.    There  are  two  missing  men  in  the  whole  United 
States  Ai-mv;  all  are  accounted  for. 
.  Mr.  Gariaito.  Of  course,  they  were  missing. 

Mr.  Macfabi^ne.  Missing  at  the  time,  but  the  m^-ssmg  list  has 

hc^en  covered 

Mr.  Gabiand.  The  recovery  of  the  bodit's  was  impossible  m  a 
ffreat  many  instance-  from  what  I  know  ovfi-  therc>. 
Mr.  Macfabiane.  If  The  Adjutant  General  says  a  man  is  dead^ 

he  is  dead  for  our  purposes. 
Mr.  Gamand.  That  is  true. 

Mr  Andrews.  The  one  point  in  that  whole  line  of  inquiry  resolves 
itself  "into  this:  The  bnreau  is  authorized  to  allow  claims  when  com- 
petent evidence  is  produced  of  record  upon  which  to  make  allow- 
ance.  C^therwiae  it  has  no  authority  to  act. 

Mr.  Gabland.  That  is  right.     ,       ,    ,  i 

Mr.  Andrews.  Furthermore,  while  the  bureau,  I  assume,  would 
do  everytiiing  in  its  power  to  gather  up  such  evidence,  it  is  not  the 
lesal  dutyofthe  hureau  to  put  itself  in  position  to  do  the  work,  but 
(Sm*  branches  of  the  Government  should  produce  that  evodence. 

Mr.  Maopahlanb.  Theoretically,  no. 

Mr,  Anmobws.  Legally,  no. 

Mr.  Macfablanb.  Of  course,  we  go  out  of  our  way. 

Mr.  Andrbws.  You  invite  it,  to  be  sure.  But  what  I  mean  to  say 
is  that  the  burden  of  responsibility  is  upon  somebody  else  to  do  their 
full  duty  under  the  law  to  place  the  evidence  before  you. 

Mr  Macpablanb.  That  is  right.  Our  responsibility  starts  when 
we  receive  the  application.  If  we  have  never  received  it  we  should 
not  have  any  responsibility.  ^  ■    *u  u 

Mr.  Andrews.  You  are  without  legal  authority  to  act  m  the  ab- 
sence of  any  legal  evidence  before  70U  from  the  claimant? 

Mr.  Macfaelane.  It  was  just  like  the  case  of  the  Great  Lakes 
Naval  Station.  They  sent  a  patent  box  full  of  applications  for  allot- 
ments and  allowances,  and  that  box  got  sidetracked  somewhere  down, 
here  in  the  express  office  in  Washington  and  was  not  dug  up  until 
they  started  to  look  for  whisky  down  there.  This  box  turned  up 
six  "months  afterwards  full  of  applications.  ^ 

Ml .  Andrews.  Take  one  of  the  cases  we  had  the  othOT  day.  Jiiqm- 
ties  may  be  clearly  disclosed  in  this  miscellaneous  correrocmdenfie 
and  information  tliat  would  come  from  the  letters  of  the  soldier  and 
conversation  with  his  comrades,  but  that  is  not  in  the  form  of  rec- 
ord evidence,  which  the  bureau  would  be  called  upcm  to  produce  as 
the  basis  of  its  action  in  the  payment  of  money.    If  the  equities 
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were  clear,  we  might  recognize  them  here  under  the  circumstances 
as  perfectly  clear,  but  the  law  has  not  been  complied  with  to  the 
extent  of  authorizing  you  to  act,  and  you  do  exactly  what  the  Com- 
missioner of  Pensions  does— you  disallow— and  that  would  be  a  case 
for  a  private  bill  in  Congress.    That  is  where  the  Conamittee  on 
Invalid  Pensions  and  the  Committee  on  Pensions  come  into  exist- 
ence.  That  is  their  province.    They  are  created  for  that  purpose. 
In  other  words,  where  the  equities  are  clear  that  the  Government 
is  liable  and  that  the  individual  is  entitled,  as  a  matter  of  equity 
and  right,  but  the  law  has  not  been  complied  with  to  such  an  extent 
you  can  make  a  determination  and  have  a  record  that  will  stand 
the  test,  there  is  ground  for  a  private  bill.    I  think  that  some  of 
these  cases  might  take  up  considerable  time,  which  we  would  spend 
here  in  discussitm  rather  than  on  the  basis  of  the  necessity  that  the 
hoieau  has  to  make  an  allowance.   Eight  there  I  see  by  and  by  an 
openinf  for  certain  work  an  behalf  of  these  committees— Invalid 
Pensions  and  the  Oommittee  <m  Pensions— in  taking  up  cases  of  a 
siinilar  character  in  connection  with  the  war  and  their  passing  upon 
that  with  a  private  bill.  I  think  that  ultimately  we  will  be  able  to 
do  that  with  some  of  tbase  caais,  where  tha  evidanoe  can  be  reduced 
into  proper  form. 
Mr.  Macfamuanb.  Probably  so.  .    „r        ,  t 

Mr.  Oakland.  That  would  be  only  after  the  War  Siak  Insurance 
Department  had  mven  it  up  entirely.  ,1, 
Mr.  AinwBW8.1&i  other  wtn^ds,  aftwr  they  had  made  a  disallow- 

ance. 

Mr.  Garland.  Yes.  , .        j  ^ 

(Thereupon,  at  11.45  o'clock  a.  m.,  the  committee  ad}oumed  to 

meet  again  at  the  call  of  <^e  chairman.) 
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